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PARTI
Item 1. Business.

Introduction
We are a vertically integrated, non-hazardous solid waste management company providing non-hazardous construction/demolition;

industrial and municipal solid waste collection, transfer, processing, and disposal services in the south and central regions of the
United States. As of December 31, 2005, we served approximately 187,000 commercial, industrial and residential customers in
Alabama, Arkansas, Florida, Kansas, Missouri, North Carolina, South Carolina, Tennessee and Texas. As of December 31, 2005, we
owned and/or operated 23 collection operations, 21 transfer stations/materials recovery facilities (MRFs), 7 municipal solid waste
(MSW) landfills and 12 construction and demolition debris (C&D) landfills. Of these facilities, two transfer stations, one MSW
landfill and one C&D landfill are fully permitted but not yet opened, and two transfer stations are idle. Additionally, we currently
operate but do not own two of the transfer stations, and we hold certain prepaid disposal rights at landfills in Texas, Oklahoma and
Arkansas owned and operated by other parties.

WCA Waste was incorporated as a Delaware corporation in February 2004, and our principal operating subsidiary, WCA Waste
Systems, Inc., was incorporated in Delaware in September 2000, which then acquired 32 separate solid waste management operations
from Waste Management, Inc. From our formation through December 31, 2003, we have successfully integrated over 70 separate
operating locations acquired in a total of 25 transactions (including the transaction with Waste Management, Inc.). For iriformation
regarding acquisitions'made in 2004 and 2005, please read “—Acquisition History After Our Initial Public Offering” below. Unless
the context requires otherwise, references in this Annual Report on Form 10-K to “WCA Waste,” “we,” “us,” or “our” refer to WCA
Waste Corporation and its direct and indirect subsidiaries on a consolidated basis.

Industry Overview

Based on industry sources, we believe the non-hazardous solid waste industry in the United States generates approx1mately
$46.5 billion in annual revenue. Approximately $26.5 billion, or approximately 57%, of the estimated annual industry revenue is
generated by the three largest public companies in the industry. Based on industry sources, we believe other public and privately-held
companies represent 25% with municipalities representing approximatély 18% of the estimated annual industry revenue.

The solid waste industry can be divided among collection, transfer and disposal services. The collection and transfer operations of
solid waste companies typically have lower margins than disposal service operations. By vettically integrating collection, transfer and
disposal operations, operators seek to capture significant waste volumes and improve operating margins.

During the past three decades, our industry has experienced periods of substantial consolidation activity, though we believe it
remmains extremely fragmented. We believe that there are two factors that have had a substantial impact on the trend toward
consolidation: ‘,

» Stringent industry regulations have caused operating and capital costs to rise. Many local industry participants have found these

costs difficult to bear and have decided to either close their operations or sell them to larger operators.

» Larger operators are increasingly pursuing economies of scale by vertically integrating their operations or by utilizing their
facility, asset and management infrastructure over larger volumes. Larger solid waste collection and disposal companies have
become more cost-effective and competitive by controlling a larger waste stream and by gaining access to significant financial
resources to make acquisitions. However, acquisitions by larger companies generally have less of an impact on their growth
rates and revenues because acquisitions are small relative to the size of such companies.




Despite the ongoing consolidation, the solid waste services industry remains fragmented and regional in nature. We believe that
there are considerable opportunities in the industry for additional consolidation, especially of operations that do not fit the acquisition
criteria of the other waste companies. Based on industry sources, we believe private companies and public companies, other than the
three largest public waste companies, represent approximately 25% of the estimated $46.5 billion in annual revenue generated by the
solid waste industry. This condition contributes to the fragmented nature of the industry, with many small operations co-existing with
a relatively small number of large-organizations. Accordmgly, we belleve that there are 51gn1ﬁcant opportunltles for growth through
additional acquisitions of assets and operations. - :

Our Acquisition Growth Strategy

Vertical Integration And Internalization : .

* Vertical integration is a core element of our operating strategy because it allows us to manage the waste stream from the point of
collection through disposal; thereby maximizing the rate of waste internalization, increasing our operating margins'and improving our
operating cash flows. All collected waste must ultimately be processed or disposed of, with landfills being the main depository for
such waste. Generally, to be most efficient, collection services should occur within a 35-mile operating radius from the disposal site
(up to 100 miles if a transfer station is used). Collection companies that do not own a landfill within such range from their collection
routes will usually have to dispose of the waste they collect in landfills owned by third parties. Thus, owning a landfill in a market
area provides substantial leverage in the waste management business.

As of December 31, 2005, we owned 19 landfills throughout the regions we serve two of which, though fully permitted, have not
yet commenced operations. We believe that our relatively high number of landfills coupled with the geographic locations of those
landfills in the regions we serve positions,us to maintain relatively high levels of internalization within our existing markets. For each
of the years ended December 31, 2005 and 2004, approx1mately 78% of the total volume of waste we collected was disposed of at our
landfills.

Acquisition Strategy

Our acquisition strategy targets operations that we believe will benefit from our core operating strategy of maximizing the
internalization of waste. We intend to make acquisitions for two primary purposes: (i)to expand our operations in market areas we
already service (“tuck-in” acquisitions); and (ii) to gain entry into new markets (“strategic” acquisitions). Please read “—Acquisition
History After Our Initial Public Offering” below for more information. We intend to focus our strategic acquisitions in markets that
are generally characterized by one or more of the following characteristics: (i) the availability of adequate disposal capacity, either
through acqursmons or through agreements with third parties; (ii) the opportunlty for us to acquire a significant market share; and
(iii) steady projected economic or population growth rates.

Since ownership of landfills is essential for internalization of waste, we look for opportunities to enter a new market by acquiring
or managmg a permitted landfill operation in that market. However, while we generally prefer to use a landfill acquisition as our entry
into a new market, we, nevertheless, may acquire a collection operation in a new market first if we believe we will be able to acqulre a
permitted landfill operation in that market within a relatively short time after acquiring the collection operation.

Once we establish a.presence in a new market, we intend to expand our presence by tuck-in acquisitions; that is, by acquiring
companies that also operate in that market or in adjacent markets, especially collection companies and transfer stations that allow us to
increase internalization of waste into landfills that we own ot operate. Effective tuck-in acquisitions allow growth in revenue and an
increase in market share and enable integration and consolidation of duplicative facilities and functions to maximize cost efficiencies
and economies of scale.

" We have generally targeted markets in the south and central regions of the United States because we believe that they: (i) are
served by a large number of independent non-hazardous solid waste operations, many of which we believe’ may be suitable for
acquisition by us; (ii) generally experience less seasonal fluctuation in the demand for




solid waste services than other regions; and (iii) are projected to have steady economic.and population growth rates.
In executing our acquisition strategy, we believe that the following characteristics make us an attractive partner. to mdependent
solid waste companies in our target area and enable us to continue our acquisition-based growth strategy: ,

-

.Our management is extremely experienced in the waste industry and in making waste company acq_uisitions. Our co-founder
- and chairman of the board and chief executive officer, Tom J. Fatjo, Jr., has over 35 years of experience in the solid waste
industry, beginning with Browning-Ferris Industries, Inc., or BFI, which he founded in 1966. Our other co-founder, president

and chief operating officer, Jerome M. Kruszka, has over 30 years of experience in the solid waste management industry,
beginning with Waste Management; Inc. and its affiliates, where he held a number of managerial positions during: his tenure
there. Both Mr. Fatjo, Jr. and Mr. Kruszka have overseen the acquisition and integration of several hundred solid waste
operations dunng their careers in the industry. Additionally, our other senior.executive officers, Charles A. Casalinova and Tom

J. Fatjo, 11, and our four regional managers have an average of approximately 20 years of experience in the industry, in each

case involving'substantial experience acquiring and integrating waste management assets and operations.

v

Based on industry sources, we believe approximately 25% of the estimated $46.5 billion in annual revenue for the solid waste
industry is generated by privately-owned companies and public companies other than the three largest public waste companies.
While many of these operations may represent attractive acquisition candidates'to a company of our size, many are too small to
make ahy material impdct on the revenues of the large companies in our industry and are thus less attractive tothese companies.
Accordingly, we believe that we have more opportumty for growth, when calculated asa percentage of revenue through
acquisitions than companies larger than us. .

Acquisition History'After Our Initial Public Offering
In June 2004, we completed an initial public offering of our common stock. We also.maintain a credit facility whrch 1ncludes both
term loans and revolvrng credit with a banking group. These fir nancrng activities enabled us to acquire the following operat1ons from .

June 2004 through March 1, 2006:

In July 2004, we purchased Texas Envtronmental Waste a resrdentlal and roll- -off collcctlon company in Houston Texas

In August 2004 we purchased Ashley Trash Service, a residential collectron operatron in Seymour M1ssour1 and Power .

}

‘Waste, a roll-off collection operation in Birmingham, Alabama.

In September 2004 we acquired Blount Recycling and other related companies, which included a C&D landfill and roll off*
collection operation in Trafford, Alabama, 4 transfer station and roll-off colléction operation in Huntsville, Alabara, a transfer
station in Mrdﬁeld Alabama and a haulmg operatron in Tuscaloosa, Alabama ' >

In September 2004 we acqulred Translift, Inc a commercral and roll- off collectlon company in Ltttle Rock Arkansas

In November 2004 we acqutred Rural D1sposa1 Inc a resrdcntral commercral and roli-off collection company in W1110W
Springs, Missouri. . e o TR . _— ‘ o

In November 2004 we purchased Trash Away, Inc., which consisted of a transfer station and MRF commercral residential and
roll-off collection company, and a portable toilet operation in Pledmont South Carolina. .

A .




In January 2005, we acquired Eagle Ridge MSW. landfill located approximately 45 miles northwest of St. Louis.near Bowlving :
Green, Missouri. .

In April 2005, we acquired certain assets from MRR Southern con31st1ng of two C&D landfills, two transfer stations and two
MRFs in High Point and Raleigh, North Carolina .

In May 2005, we comipleted two tuck-in acquisitions by acqulrrng Triad Waste and Triangle Environmental, roll-off collection
- companies in High Point and Raleigh, North Carolina. We also purchased Foster Ferguson, a residential and commercial

* collection operation in El Dorado Springs, Missouri, and Proper Disposal, 2 commercial and roll-off collection operation in_
Chanute, Kansas.

In October 2005, we acquired Ft. Meade landfill, a C&D landfill in Ft. Meade Florida, from Waste Corporation of Central
Florida, Inc, a subsidiary of Waste Corporanon of America LLC ‘

In October 2005, wé acquired certain assets from Meyer & Gabbert which consisted of one C&D ]andﬁll three transfer
stations and a roll-off collection operation in the Sarasota/Arcadia, Florlda market area.

In October 2005, we purchased Andy’s Haullng, a roll-off collection operation in Sarasota F lorida, and Pendergrass, a
commercial and residential collectlon operation in Springfield, Missouri.

In February 2006, we acquired Transit Waste LLC consisting of one MSW landfill located near Durango, Colorado and a

commercial, residential and roll-off collection operation in Bloomfield, New Mexico area from Waste Corporation of America
LLC.

Please read. “Management s Discussion and Analysis of Frnancral Condltron and Results of Operatrons—Executrve Overview— -

Acquisition Strategy Overview” for more information regarding each of the completed acquisitions.

. We have integrated all of our completed acquisitions to date into our existing operations. However, it may take up to a year to fully
reahze operating synergies.
"Our Operations

Our operations consist of the collection, transfer processrng and drsposal of construction and demohtron debrls and industrial and

municipal solid waste. Our revenue mix for the years ended December 31, 2005 and 2004.is shown in the table below (dollars ini

thousands):
2005 o 2004
. o E S 5 %, 8. . Yo
(Collection e o $ 69,786 - 6l1% $ 48,081 65.5%
Disposal ‘ h . : . o30,602 - . 26.8% 20,747 ‘ 28.2%
Transfer and other, net o B ) 13,755 o 12.1% 4,633 6.3%
" Total revenue ° ‘ ©'$114,143 100.0% $ 73,461 - ~100.0%

We have a'broad and diverse customer base; no single customer accounted for more than 2% of our revenues for the years ended
December 31, 2005 or 2004. Please read note 12 to our consohdated ﬁnanmal statements for certam geographlc information relating to
our operations.

Collection Services

As of December 31, 2005, we prov1ded construction and demolition debris and industrial and mun1c1pal solid waste collection

services to approximately 187,000 industrial, commercial and residential customers in nine states through 23 collection operations. In
2005, our collection revenue consisted of approximately 53% from services
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prov1ded to 1ndustr1al customers; 20% from-services provided to-commercial customers and27% from services prov1ded to
residential customers. .

In our commercial collection operatlons we supply our customers with waste containers of various types and sizes. These
containers are designed so that they car be lifted mechanically and emptied into a collection truck to be transported to a disposal
facility. By using these containers, we can service most of our commercial customers with'trucks operated by a single employee.
Commercial collection services are generally performed under service agreements with a duration-of one to five years with possible
renewal options. Fees are generally determined by such cons1deratlons as individual market factors, collection frequency, the type of
equipment we furnish, the type and volume or weight of the waste to be collected, the distance to the dlsposal facility and the cost of
disposal.

Residential solid waste collection services often are performed under contracts with mumexpalmes which we generally secure by
competitive bid and which give us exclusive rights to service all or a portion of the homes in these municipalities. These contracts
usually range in duratlon from one to five' years with possible renewal options. Residential solid waste collection services may also be
performed on a subscrlptlon basis, in which individual households or homeowners’ or similar associations contract directly with us.
The fees received for subscription residential collection are based primarily on market factors, frequency and type of service, the
distance to the disposal facility and the cost of disposal.. - e ‘

Additionally, we rent waste containers and provide collectlon serwces to construction, demohtlon and mdustna] sites on a
contractual basis.. We. }oad the containers onto our vehicles and transport them w1th the waste to elther a andﬁ or a transfer station
for disposal. We refer to this as “roll-off” ollec‘uon ‘ : . ‘

Transfer and Disposal Services

Landfills are the main depository for solid waste in the United States: S6lid waste landfills are built and operated under stringent
regulatlons Currently, solid waste landfills in the United States must be designed, permitted, operated, closed and maintained after

closure in compliance with federal, state and local regulations pursuant to Subtitle D of the Resource Conservation and Recovery Act
of 1976, as amended. Operating a solid waste landfill includes excavating, constructing liners; continually spreading and compacting
waste and covering waste with earth or other inert material as required, final capping, closure and post-closure. The objectives of these
operations are to mamtam sanitary conditions, to ensure the best possibleruse of the airspace and to prepare the site so that it can
ultimately be used for other purposes.

Access to a dlsposal facility is a necessity for all solid waste management companies. While access to disposal facxhtles owned or
operated by third parties can be obtained, we believe it is preferable to internalize the waste streams. When we internalize waste we
collect, we pay ourselves instead of a third party landfill operator and generally are able to realize higher operating margins and
stronger operating cash flows. '

In markets where we have collection operat:ons that may be too far from our nearest landfill to economically haul the waste we
collect directly to our nearest landfill, we pursue the use of transfer stations to effectively extend the distance from our own landfills
that such collection operations can economically operate without having to utilize the disposal facilities of a third party. A transfer
station is a facility located near residential and commercial collection routes where collection trucks take the solid waste that has been
collected. The waste is unloaded from the collection trucks and reloaded onto larger transfer trucks for transporfatxon to a landfill for
finaldisposal. In addmon to increasing our ability to‘internalize the waste our collection operations collect, using transfer stations
reduces the costs assocmted with transporting waste to final disposal sites because the trucks we use for transfer have a larger capacity
than-collection trucks, thus allowing more waste to be transported to the disposal facility in each trip. It also increases the efficiency of
our collection personnel and equipment because it allows them to focus more on collection. The followmg table reflects the number of
transfer stations/MRFs we owned and operated by state as of December 31, 2005 and 2004. Additionally, as of December 31, 12005
and 2004, we operated but did not own two other transfer stations, one in Arkansas and one in Missouri.

l




Alabama

Arkansas

Florida

Missouri

. ‘Nox‘th Carolina
South Carohna
Texas ‘

Total

The fees charged at dtsposal facrlmes are based on market factors as well as the type and welght or volume of solid waste

2005

—_ N Lo

[ o)

19

2004

IS N

. deposited and the type and size of the vehicles used in the transportation of the waste. The fees charged to third parties who deposit
waste at our transfer stations are generally based on the type and volume or werght of the waste transferred and the dlstance to the

~ disposal site.
Landfills

Lt

As of December 31, 2005, we owned 19 non- hazardous sohd waste landﬁlls in mne states two of which, though fully permrtted
have not yet commenced operatrons Additionally, we hold certain prepald disposal rights at landfills in Texas, Oklahoma and
Arkansas owned and operated by other parties. The following table sets forth certain mformatlon as of December 31, 2005 for each of
our landfills. The table does not include mformatlort for the landﬁll acqurred aftet December 31, 2005 as drscussed in* —Acqulsrtlon '

Hrstory Aﬁer Our'Initial Pubhc Offermg” above

R

Probable

Remaining Total
- " Permitted- ‘Expansion Total Permitted  Remaining
Capacity. Capacity (1) Capacity (2) Life (3) ' Life (2)(3)
Landfill » . Location’ | Permitted Waste o (Cu.Yds) (Cu. Yds). (Cu. Yds) {Years) . (Years)
‘Oak Grove Arcadia, KS MSW 7,023,000 24,524,000 31,547,000 . 3438 156.4
Black Oak = Hartville MO = MSW . 7815092 0 . 7815092 . 168 16.8
. " Sedalia, MO MSW 6,412,398 1,500,000 7,912,398 38.7 47.8
Central Missouri : o
: _ Bowling MSW 3,567,602 16,335,000 19,902,602 18.5 103.1
- Eagle Ridge Green, MO | o L N
Rolling Hazen, AR MSW 4,909,138 9,800,000 14,709,138 373 1119
Meadows i _
El Dorado, AR MSW 4221353 496,100 4,717,453 24.6 27.5
Union County ‘ o o N ‘ » ‘
Houston TX - MSW 5,239,003 0 5239003 N/A@) N/A(4)
Darrel Dickey(4) - - R S L ,
Hardy Road Houston TX ~ C&D 7473461 . 0 7473461 14.6 14.6
Greenbelt  Houston, TX _ C&D 6538887 1,400,000 7938887 163 19.7
Ralston Road  ‘Houston, TX C&D 1,363,421 1,325,087 2,688,508 4.4 8.7
Applerock(4) Houston, TX C&D 8,750,000 0 ‘8,750,000 N/A(4) N/A(4)
Travelers Rest, C&D 2,004,145 0 2,004,145 13.0 “13.0
Shiloh - SsC . - o . S :
Yarnell Knoxville, TN C&D 939,399 469,729 1,409,128 9.4 14.1
Blount Trafford, AL C&D . 5211 023 ’ 0 5 211 ,023 26.5 26.5
Fines Alpine, AL C&D/Industrial 1,228,874 613,067 1,841,941 9.2 13.8
S High Point, NC C&D 4,495,093 0 4495093 273 273
High Point L o . , .
" Raleigh Raleigh, NC C&D 7,894,572 6,612,722 14,507,294 324 595
DeSoto Arcadia, FL C&D 97,323,910 14,904,750 22,228,660 118 358
* Fort Meade ~ Ft Meade, FL C&D 172,205 8,285,703 . 8,457,908 05 228
Total - 92,582,576 86,266,158 178,848,734 19.8 423

(1) Probable expansion capacity includes possible expansion capacity that we believe, based on industry practice and our experience,
is likely to be permitted. The criteria we use to determine if permit expansion. is probable include, but are not limited to whether:
(i) we believe that the project has fatal flaws; (ii) the land is owned or controlled by us, or under option agreement; (iii) we have
committed to the expansion; (iv) financial analysis has been completed, and the results indicate that the expansion has the
prospect of a positive financtal and operational impact; (v) personnel are actively working to obtain land use, local, and state
approvals for an expansion of an existing landfill; (vi) we believe the permit is likely to be received; and (vii) we believe that the
timeframe to complete the permitting is reasonable. Please read notes 1 and 2 to our consolidated financial statements for

information regarding our landfill accounting and use of estimates.




(2) Includes expansions that we classify as “probable.” Please read notes 1 and 2 to our consolidated financial statements for
information regardmg our landfill accounting and use of estimates.

(3) Based on current and estimated future disposal volumes.

(4) Fully permitted but has not yet commenced operations, and therefore remaining permitted life and total remammg life cannot be
calculated.

.As indicated in the table above, as of December 31, 2005, 7 of our landfills were permitted to accept municipal solid waste. The
remaining 12 landfills were permitted to accept non-hazardous dry construction and demolition debris, which generally includes
bricks, boards, metal, concrete, wall board and similar matenals All'of our landfills accept waste from mumcxpalmes private- sector
waste collectlon compames and the general public.

Based on remammg permltted capacity (including probable expans1ons) as of December 31, 2005 and prOJected annual disposal
volumes, the average remaining landfill life of our 17 operating landfills at December 31, 2005 was approxxmately 42.3 years. Some
of our landfills have the potential for expanded disposal capacity beyond their currently permitted limits. We monitor the availability
of permitted disposal capacity at each of our landfills on an ongoing basis and évaluate whether to pursue an expansion at a given
landfill. In making this determination Wwith respect to.a partictlar landfill, we consider a number of factors, including the estimated
future volume of waste to be disposed of at the landfill, the est;mated future prices for disposal of waste at the landfill, the amount of
unpermitted acreage mcluded in the landfill, the likelihood that we will be able to obtain the required approvals and penmts for
expansion and the costs of developing the additional capacity. Please read notes 1 and 2 to our consolidated financial statements for
information regarding our landfill accounting and use of estimates. We also regularly consider whether it is advisable, in light of
changing market conditions and/or regulatory requxrements to seek to expand or change the permitted waste streams or to seek other

- permit modifications. .

We are currently’ seekmg to expand permitted capac1ty at several of our landfills for which we considér expansions to be probable
These or other future expansions may not be permitted as designed and the average remammg Jandfill life of our 17 operating landfills
as of December 31, 2005 may not bé approximately 42.3 years when con51der1ng remaining permitted capac:lty, probable expansion
capacity and projected-annual disposal volume

Available Airspace ,

The following table reflects airspace activity for landfills owned or operated by us for the years ended December 31, 20015, 2004
and 2003. The table does not include airspace activity for the landfilt acqulred after December 31, 2005 as dlscussed in “—Acquisition
History After Our Initial Public Offering” above.

. Changes in
Balance as of New Landfills Engineering - Balance as of
December 31, Expansio Acquired, Net Permits Airspace . - Estimates December 31,
o - 2004 _ . Undertak * of Divestiture Granted Consumed and Design 2005
Permitted Airspace: - ,
Cubic yards (in A : . o
thousands) T390 — 2393, — (3.854) [(595) . 92,583
~ Number of sites 14 =S5~ = 19
Expansion airspace: i} o ~ B : B
Cubic yards (in
thousands) 39986 o — 46138 . — - . 14z 86,266
Number of sites .8 - 4 = = . = 12
Total available airspace: o B
Cubic yards (in L ‘ ‘ .
thousands) © 113,095 = 70,061 . — C(3.854) (453) - 178,849

Number of sites - 14 o 5 _ S 19




Balance as of Engineering. = Balance as of
i e ‘ Acquired; - . - o g .
December 31, 'Expansions Net . Permits - Airspace . Estimates . December 31,
L - 2003 Undertaken Dlve(s)tflture " Granted _ Consumed _and Design 2004
Permitted Airspace: . S .
Cubic yards (in ‘ D ‘ . . ,
o thousands) - 56,863 — 5,400 15,075 (2,623)  (1,606) 73,109
| Numberofsites 13— _ S B = e - L. 14
Expansion airspace: i S . S et
Cubic yards (in
_._thousands) . 20,669 28,170 e A807s) 6,222 39,986 .
Number of sites .05 ) 5 — - 2) — — 8 .
Total available . '
| airspace: o
Cubic yards (m L o
thousands) o 77,532“ o 28,170 »MN o - B §2,623')A o 4616 o .113’095.,.
] Number of 51tes 3T o ~ 14
o
Changes v
, L. oim
Balance as of New Landfills Engineeri Balanqe as of
‘ ] o . ) ,Acquired, ‘ ) - )
December 31, ‘Expansions ‘Net Permits Airspa"ce’ - Estimates December 31,
} ) S 2002 __Undertaken  of Divestiture Granted Consumed Dz'slij:{n * 2003.
Permitted Airspace: i - e |
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Risk Management, Insurance and Financial Assurances

New

Landfills

- Changesin® - -

Our environmental risk management program includes evaluating existing facilities and potential acquisitions for environmental
compliance. We do not presently expect environmental compliance costs to increase materially above current levels, but we cannot
predict whether recent and future acquisitions will cause such costs to increase. We also maintain a worker safety program that
encourages safe practices in the workplace. Operating practices at all of our facilities emphasize minimizing the possibility of
environmental contamination and liability.

The nature of our business exposes us to the risk of liabilities arlsmg out of our operations, including p0531ble damages to the
environment. Such potential liabilities could involve, for example: (i) claims for remediation costs, personal injury, property damage
and damage to the environment in cases where we may be held responsible for the escape of harmful materials; (ii) claims of
employees, customers or third parties for personal injury or property damage occurring in the course of our operations; or (iii) claims
alleging negligence in the planning or performance of work. We could also be subject to fines and civil and criminal penalties in
connection with alleged violations of regulatory requirements. Because of the nature and scope of the possible environmental

damages, liabilities imposed in environmental litigation can be significant. OQur solid waste operations have third party environmental
liability insurance with limits in excess of those required by permit regulations, subject to certain limitations and exclusions, which we
believe are customary in the industry. However, the limits of such environmental liability insurance may be inadequate in the event of
a major loss. Further, we may be unable to continue to carry excess
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environmental liability insurance should market conditions in the insurance industry make such coverage prohibitively expensive.

We have property ihsurance, general liability, automobile physical damage and liability, employment practices liability, poltution
liability, directors and officers liability, fiduciary liability, workers’ compensation and employer’s liability coverage, as well as
umbrella liability pohcws to provide excess coverage over the undetlying limits contained in our prxmary general liability, automobile
liability and employer’s liability policies. Each of our insurance policies contains a per-‘occurrence of per loss deductible for which we
are responsible. Our deductibles range from $5,000 per loss under our property insurance coverage to $100,000 for general liability
and $250,000 per occurrence or loss under our automobile liability and workers’ compensation and employer’s liability coverages. In
addition, we have a $500,000 per loss deductible under our pollution liability coverage. Accordingly, we are effectively self-insured
for these amounts with respect to claims covered by our insurance policies, as well as with respect to amounts that exceed our pohcy
limits (including our umbrella policy limits, where applicable). In the fiiture, we may be exposed to uninsured liabilities which could
have a material adverse effect on our financial condition, results of operations or cash flows. Please read note 13(e) to our’ '
consolidated financial statements. '

In the normal course of business, we are required to post performance bonds, insurance policies, letters of credlt and/or'cash’
deposits in connection with the performance of municipal residential collection contracts, the operation, closure or post-closure of
landfills, certain environmental permits and certain business licenses and permits. Bonds issued by surety companies-operate as a:.
financial guarantee of our performance. We have satisfied financial responsibility requlrements by obtaining bank letters of credit,
insurance policies, performance bonds or making cash deposits. As of December 31, 2005, we had obtained performance bonds_ inan
aggregate amount of approximately $32.8 million and letters of credit in an aggregate amount of approximately $8.2 million,
supporting performance of landfill closure and post-closure requlrements insurance contracts, municipal contracts and other financial
assurance obligations. If in the future we are unable to obtain such instruments in sufficient amounts or at acceptable rates, we could
be precluded from entering into additional municipal solid waste collection contracts or obtaining or retaining landfill or transfer
station operating permits. Please read “—Risk Factors—Risks Relating To Our Business—We may be unable to obtain financial
assurances necessary, for our operations, which could result in the closure of landfills or the termination of collection contracts.”
Competition e

The solid waste collection and disposal industry is highly competitive and fragmented and requires substantial labor and capital
resources. The industry presently includes three large, publicly-held, national waste companies, Waste Management, Inc., Allied
Waste Industries, Inc., and Republic Services, Inc., as well as other public and privately-held waste companies. These three companies
account for approxlmately 57% of the estimated $46 5 billion of annual revenue generated by the industry. Certain of the markets in
which we compete or will likely compete are served by:-one or more-of these companies, as well as by numerous privately-held
regional and local solid waste companies of varying sizes and resources, some of which have accumulated substantial goodwill in their
markets. We also compete with operators of alternative disposal facilities and with counties, municipalities and solid waste districts
that maintain their own waste collection and disposal operations. Public sector operations may have ﬁnancial advantages over us
because of their access to user fees and similar charges, tax revenues and tax-exempt financing. .

We compete for collection, transfer and disposal volume based primarily on geographic locat1on and the price and quahty of our
services. From time to time, our competitors may reduce the price of their services in an effort to expand their market shares or service
areas or to win competitively bid municipal contracts. These practlces may cause us to reduce the price of our services or, if we elect
not to do so, to lose business.

The solid waste collection and disposal 1ndustry ‘has undergone significant consolidation, and we encounter competltlon in our
efforts to acquire landfills, transfer stations and collection operations. Intense competition exists not only for collection, transfer and -
disposal volume but also for acquisition candidates. We generally compete for.acquisition candidates with publicly owned waste
management companies, as well as numerous privately-held

"
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regional and local solid waste companies of varying sizes and resources. Competition in the disposal industry may also be affected by
the increasing national emphasis on recycling and other waste reduction programs, which may reduce the volume of waste deposited
in landfills. Accordingly, it may become uneconomical for us to make futther acquisitions or we may be unable to locate or acquire
suitable acquisition candidates-at price levels and on terms and conditions that we consider approprlate pamcularly in-markets we do
not already serve. - - ‘ ‘

Non-Competition Agreements : ~ :

In connection with the sale by Waste Corporatlon of America in 2003 of operatlons 1ocated in west Texas, we may not compete ‘
with the buyer in 10 counties in west Texas through July 2006. In addition, the Reorganization Agreement we entered into with Waste
Corporation of America in connection with our internal corporate reorganization in June 2004 contains a mutual non-competition
agreement pursuant to which we and our subsidiaries agreed not to acquire or operate-any waste operations within 50 miles of any of
Waste Corporation of America’s or its subsidiaries’ operations in Florida, Colorado or New Mexico, and Waste Corporation of
America and its subsidiaries agreed not to acquire or operate.any waste operations within 50 miles of any of our or our subsidiaries’
opérations in Alabama, Arkansas, Kansas, Missouri; South Carolina, Tennessee or Texas through June 2009,

On: October 3, 2005, we acquired Waste Corporation of Central Florida, Inc..from Waste Corporation of America. On February 10,
2006, we acqmred Transit Waste LLC from Waste Corporatlon of America. As a part of those transactions, we amended the
Reorganization Agreement by deleting the restrictions on us. However, Waste Corporation of America is still bound by the terms of
the non-competition agreement described above. . '

Sales and Marketing | e ‘ :

+ We focus our marketing efforts on contmumg and expandmg busmess with ex1stmg customers as well as attracting new customers.
Our sales and marketing strategy is to provide prompt, high quality, comprehensive solid waste collection, transfer and disposal
services to our.customers at competitive prices. We target potential customers of all sizes, from small quantity generators to large
companies and.municipalities. Because the waste collection and disposal business is a very localized business, most of our marketing
activity is local in nature. However, we do have a vice president of sales who is respon51b]e for overseeing our sales and marketing
efforts, including assisting in hiring and setting compensatlon programs.

Government Contracts :

We are parties to contracts with mun1c1pa11t1es and other assomatlons and agenc1es Many of these contracts are or w111 be subject
to competitive bidding. We may not be the successful bidder, or we may have to substantially lower prices in order to be the
successful bidder. In addition, some of our customers may terminate their contracts with us before the end of the contract term.

Municipalities may ahnex unincorporated areas within counties where we provide collection.services, and as a result, our
customers in annexed areas may be required to obtain service from competitors who have been franchised or contracted by the
annexing municipalities to provide those services. Some of the local jurisdictions in which we currently operate grant exclusive
franchises to collection and disposal, compames others may do so in the future and we may enter markets where franchises are
granted by certain mumc1paht1es ' v
Regulation ’ o : ‘ ! :

Our business is subject to extensive: and evolvmg federal state and local envxronmental health, safety and transportation laws and
regulations. These laws and regulations are administered by the U.S. Environmental, Protection Agency, or EPA, and various other
federal, state and local environmental, zoning, air, water, transportation, land use, health and safety agencies. Many of these agencies
regularly inspect our operations to monitor compliance with these laws and regulations. Governmental agencies have the authority to
enforce compliance with these laws and regulations and to obtain injunctions or impose civil or criminal penalties in cases

.
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of violations, We believe that regulation of the waste mdustry W1ll continue to evolve, and we will adapt to future legal and regulatory
requirements to ensure compliance. v

Our operation of landfills subjects us to certain operatlonal momtormg, site mamtenance closure, post -closure and other
obligations which could give rise to increased costs for compliance and corrective measures. In connection with.our acquisition of
landfills and continued operation or expansion of our landfills, we must often spend considerable time to increase the capacity of these
landfills. We may be unable to obtain or maintain necessary governmental approvals. Once obtained, operating permits are subject to
modification and revocation by the issuing agency. Compliance with these and any future regulatory requirements could require us to
make 31gn1ﬁcant capital and operating expenditures. However, most of these expenditures are made in the normal course of business
and do not place.us at'any competitive disadvantage.

+ Our operations are;subject to'extensive regulation, principalty under the federal statutes described below. :

The Resource Conservatlon and Recovery Act of 1976, as amended, or RCRA. RCRA regulates the:handling, transportatlon and
disposal of hazardous and non-hazardous wastes and delegates authority to states-to-develop programs to ensure the safe disposal of
solid wastes. On October 9, 1991, the EPA promulgated Solid Waste Disposal Facility Criteria for non-hazardous solid waste landfills
under Subtitle D of RCRA Subtitle D includes location standards, facility design and operating criteria, closure and post-closure
requirements, financial assurance standards and groundwater monitoring, as well as corrective action standards, many of which had
not commonly been:in-place or enforced at landfills. Subtitle' D applies to all solid waste landfill cells that received waste after -
October 9, 1991, and; with limited exceptions, required all landfills to meet these requirements by October 9, 1993. All states in which
we operate have EPA-approved programs which implemented at least the minimum requirements of Subtitle D.

-The Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended, or CERCLA. CERCLA, which
is also known as Superfund, addresses problems created by the release or threatened release of hazardous substances (as defined in
CERCLA) into the environment. CERCLA’s primary mechanism for achieving remediation of such problems is to impose strict, joint
and several liability for cleanup of disposal sites on current owners and operators of the site, former site owners and operators at the
time of disposal and-parties who arranged for disposal at the facility ( i.e. ; generators-of the waste and transporters who' select the
disposal site). The costs of a CERCLA cleanup can be substantial. Liability under CERCLA is not dependent on the existence or
intentional disposal of “hazardous wastes” (as defined under RCRA), but can also be based upon the release or threatened release,
even as a result of lawful, unintentional and non- negllgent actlon of any one of the more than 700 “hazardous substances” hsted by
the EPA, even in mihute amounts.

The Federal Watér Pollution Control Act’ of ] 972 as amended, or zhe Clean Water Act. ThlS act estabhshes rules regulating the
discharge of pollutants into streams and ‘other waters of the United States (as defined in the Clean Water Act) from a variety of
sources, including s?lid waste disposal sites. If runoff from our landfills or transfer stations may be discharged into surface waters, the
Clean Water Act requires us to apply for and obtain discharge permits, conduct sampling and monitoring and, under certain
circumstances, feduce the quantity of pollutants in those discharges. In 1990, the EPA issued additional rules under the Clean Water -
Act, which establish standards for management of storm water runoff from landfills and which require landfills that receive, or in the
past received, industrial waste to obtain storm water discharge permits. In addition, if a landfill or transfer station discharges
wastewater through a sewage system to a publicly-owned treatment works, the facility must comply with discharge limits imposed by
the treatment works. Also, if development of a landfill may alter or affect “wetlands,” the owner may have to obtain a permit and
undertake certain mjtigatiori measures before development may begin. Thls requlrement is likely to affect the construction or
expansion of many solid waste disposal sites.

The Clean Air Act of 1970, as amended, or the Clean Air Act. The Clean Air Act provxdes for mcreased federal, state and local
regulation of the emission of air pollutants. The EPA has applied the Clean Air Act to solid waste landfills and vehicles with heavy
duty engines, such as waste collection vehicles. Additionally, in March 1996, the EPA adopted New Source Performance Standards
and Emission Guidelines (the “Emission Guidelines”) for municipal solid waste landfills to control emissions of landfill gases. These

regulations impose limits on air
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emissions from solid waste landfills. The Emission Guidelines impose two sets of emissions standards, one of which is applicable to
all solid waste landfills for which construction, reconstruction or modification was commenced before May 30, 1991. The other
applies to all municipal solid waste landfills for which construction, reconstruction or modification was commenced on or after
May 30, 1991. The Emission Guidelines are being implemented by the states after the EPA approves the individual state’s program.
These guidelines, combined with the new permitting programs established under the Clean Air Act, subject solid waste landfilis to
significant permitting requiréments and, in some instances, require installation of gas recovery systems to reduce emissions to
allowable limits. The EPA also regulates the emission of hazardous air pollutants from municipal landfills and has promulgated
regulations that require measures to monitor and reduce such emissions.

The Occupational Safety and Health Act of 1970, as amended, or OSHA OSHA establishes certain employer responsibilities,
including maintenance of a workplace free of recognized hazards likely to cause death or serious injury, compliance with standards
promuigated by the Occupational Safety and Health Administration and various record keeping, disclosure and procedural
requirements. Various standards, including standards for notices of hazards, safety in excavation and demolmon work and the
handling of asbestos, may apply to our operations.

Flow Control/Interstate' Waste Restrictions. Certain permits and approvals, as: well as certain state and local regulatlons -may limit
a landfill or transfer station to accepting waste that originates from specified geographic areas, restrict the importation of out-of-state
waste or wastes originating outside the local jurisdiction or otherwise discriminate against non-local waste. These restrictions,
generally known as flow control restrictions, are controversial, and some courts have held that some flow control schemes violate
constitutional limits on state or local regulation of interstate commerce. From time to time, federal legislation is proposed that would
allow some local flow control restrictions. Although no such federal legislation has been enacted to date, if such federal legislation
should be enacted in the future, states in which we own landfills could limit or prohibit the importation of out-of-state waste or direct
that wastes be handled at specified facilities. Such state actions could adverseély affect our landfills. These restrictions could also result
in higher disposal costs for our collection operations. If we were unable to pass such higher costs through to our customers, our
business, financial condition and operating results could be adversely affected.

Certain state and local jurisdictions may also seek to enforce flow control restrictions through local leglslatlon or contractually In
certain cases, we may elect not to challenge such restrictions. These restrictions could reduce the volume of waste going to landfills in
certain areas, which may adversely affect our ability to operate our landfills at their full capacity and/or reduce the prices that we can
charge for landfill disposal services. These restrictions may also result in higher disposal costs for our collection operations. If we
were unable to pass such higher costs through to our customers our business, ﬁnanmal condition and operatmg results could be
adversely affected. '

State and Local Regulation. Each state in which we now operate or may operate in the future has laws and regulations govermng
the generation, storage, treatment, handling, transportation and disposal of solid waste, occupational safety and health, water and air -
pollution and, in most cases, the siting, design, operation, maintenance, closure and post-closure maintenance of landfills and transfer
stations. State and local permits and approval for these operations may be required and may be subject to periodic renewal,
modification or revocation by the issuing agencies. In addition, many states have adopted statutes comparable to, and in some cases
more stringent than, CERCLA. These statutes impose requirements for investigation and cleanup of contaminated sites-and liability
for costs and damages associated with such sites, and some provide for the imposition of liens on property owned by responsible
parties. Furthermore, many municipalities also have ordinances, local laws and regulations affecting our operations. These include
zoning and health measures that limit solid waste management activities to specified sites or activities, flow control provisions that
direct or restrict the delivery of solid wastes to specific facilities, laws that grant the right to establish franchises for collection services
and then put such franchises out for bid and bans or other restrictions on the movement of solid wastes into a municipality.

Permits or other land use approvals with respect to a landfill, as well as state or local laws and regulations, may specify the quantity
of waste that may be accepted at the landfill during a given time period and/or specify the
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types of waste that may be accepted at the landfill. Once an operatmg permit for.a landfill is obtained, it. must generally be renewed
periodically. - Conn e S _

There has been an mcreasmg trend at the state and local level to mandate ancl encourage waste reduction and recyclmg and to.
prohibit-or restrict the dtsposal in landfills of certain types of solid wastes, such as yard wastes, beverage containers, unshredded tires,
lead-acid batteries, paper, cardboard and household appliances. The enactment of regulations reducing the volume and types of wastes'
available for transport to and disposal in landfills could prevent us from operating our.facilities at their full-capacity.

Many states and-local jurisdictions have enacted “bad boy’: laws that allow the agencies that have jurisdiction over waste services
contracts or permits to, deny or revoke these contracts or permits based on the applicant’s or, permit holder’s compliance history. Some
states and localk: _]llrlSdlCthnS -go further and consider the compliance history of the parent, subsidiaries-or.affiliated companies, in
addition to that of the apphcant or permit - holder. These laws authorize the-agencies to make determinations of an applicant’s or permit
holder’s fitness to be awarded a contract to operate and to deny or:revoke a contract or permit because of unfitness unless there is a
showmg that the apphcant or permit holder has been rehabilitated through the adoption of Various operatlng policies and procedures .
put in place to assure future compliance with applicable laws and regulations. ,

Some state and local authorities enforce certain federal laws in-addition to state and local laws and regulanons For example in
somg states, RCRA, 'OSHA, parts of the Clean Air Act and parts of the-Clean Water Act are enforced by local or state authormes
instead of the-EPA, and in some states those laws are enforced jointly by state.or local and federal authorities. :

Public Utility Regulanon In many-states, pubhc authorities regulate the rates that landfill operators may chargé. The adoptton of
rate regulation or the reductron of current rates in; states in. which we own landfills could adversely affect our busmess financial
condition and operatmg results. : : soer L e o C o . t
Seasonality - . : BRI o C "

Based on our mdustry and our- hlStOI‘lC trends we expect our operatlons to vary seasonally Typtcaliy, revenue w111 be htghest in the
second and third calendar quarters and lowest in the, first and fourth calendar quarters. The fluctuation is primarily due to lower
volumes of solid waste generated during the winter months because of decreased construction and demolition activities: We also
expect that our operating expenses may be higher during the winter months ‘due to periodic adverse weather conditions that can slow
the collection of waste, resulting in higher labor-and operational costs. Please read “—Risk Factors—Risks Relating To Our
Operations and Corporate Organization—Seasonal ﬂuctuattons will cause our, busmess and results of '« operattons to vary among
quarters, which could adversely affect our stock prlce o S L , “

Employees. - . T T S VL TR B ‘ : ‘

As of December 31 2005 we had approxtmately 800 full trme employees A group of 17 employees at one of our locattons is
represented by-a union and we negotiated a collective bargaining agreement with them which expired on March 3,2006. We have
agreed to extend the terms of the existing contract while we enter into negotiations for a new contract. We-have not expenenced a
significant work stoppage, and we believe our relattons w1th our employees are good.. - o o
Risk Factors : o
Rlsks Relatmﬂ to Our Acqulsmon Program S

We may be unable to zdentzfv, complete or integrate future. acquisitions, which may harm our prospecz‘s.

We may be unable to identify appropriate:acquisition candidates. If we do. 1dent1fy an.appropriate acqulsmon candidate, we may
not be able to negotlate acceptable terms or finance the acqu151t10n or, if the acqutsmon occurs, : -

,x
P
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effectively integrate the acquired business into our existing business. Negotiations of potential acquisitions and the integration of
acquired business operations require a disproportionate amount of management’s attention and our resources. Even if we complete
additional acquisitions continued financing may not be available or available on reasonable terms, any new businesses may not
generate revenues-comparable to our existing businesses, the anticipated cost efficiencies or synergies. may not be reahzed and these
businesses may not be integrated successfully or operated proﬁtab]y or accretive to our earnings. -

We.compete for acquisition candidates with other purchasers, some of which have greater financial resources and may be able
to offer more favorable terms, thus Itmztmg our ability to grow through acquisitions.

Other companies in the solid waste services industry also have a strategy of acquiring and consolidating régional and local
businesses. We expect that as the consolidation trend in our industry continues,.the competition for acquisitions will increase.
Competition for acquisition candidates may make fewer acquis1tion opportumties available to us or make those opportumties more

" expensive. |

In connection. wzth fi nancmg acquisitions, we may incur addltmnal mdebtedness, or may issue additional shares of our
commeon stack which would dilute the ownership percentage of existing stockholders.

We intend to finance acquisitions with available cash, borrowings under our credit facility, shares of our common stock or a
combination of these means. As a result, we may incur additional indebtedness or issue additienal shares of our common stock which
would dilute the ownership percentage of existing stockholders. Our credit facility contains covenants restricting, among other things,
the amount of additional indebtedness. We expect to offer shares of our common stock as some or all of the consideration for certain
acquisitions. Our ability to do so will depend in part on the attractiveness of our common stock. This aftractiveness may depend
largely on the capital appreciation prospects of our common stock compared to the common stock of our competitors. If the market
price of our common stock were to decline materially over a prolonged period of time, we may find it difﬁcult to use our common
stock as consideration for acquisitions. . .

Businesses that we acquire may have unknown llabzlltles and requzre unforeseen capital expenditures, which would adversely
affect our financial results.

We may acquire businesses with liabilities that we fail to discover mcluding liabilities arising from non-compliance with -
environmental laws by prior owners for which we may be responsible as the successor owner. Moreover, as we integrate a new
business, we may discover that requlred expenses and capital expenditures are. greater than anticipated, Which would adversely affect
our financial results. - i

Rapid growth may strain our management, 0peratzonal f nancial and other resources, which would adversely affect our
financial results. ‘

Executing our acquisition strategy will require 51gn1ﬁcant time from our senior management. We may also be required to expand -
our operational and financial systems and controls and our management information systems capabilities. We may also need to attract
and train additional senior managers, technical professionals and other employees. Failure to do any of these could restrict our ability
to maintain and improve our profitability while continuing to grow. ,

We may incur charges related to acquisitions, which could lower our earnings. ‘

We capitalize some expenditures and advances relating to acquisitions and pending acquisitions, but expense indirect acquisition
costs, including general corporate overhead, as they are incurred. We charge against earnings any unamortized capitalized
expenditures and advances (net of any amount that we estimate we will recover; through sale or otherwise) that relate to any pending
acquisition that is not consummated. We, therefore, may incur Charges in future periods, which could lower our earnings.
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Risks Relating To Our Business

Changes in interest rates may aﬁ’ect our profitability. -

Our acquisition strategy could require us to incur substantial addmonal mdebtedness in the. future Wthh will increase our interest
expense. Further, to thelextent that these borrowings are subject to variable rates of interest; increases in interest rates will increase our
interest expense, which will affect our profitability. In order to bettef manage changes in interest rates, in November 2005, we entered
into a swap arrangement with our primary lender as intermediary to exchange $150 million of our.floating rate debt for fixed-rate debt.
After giving effect to the interest rate swap in place, as of December 31, 2005, we had $12.0 million of floating rate based long-term
debt. If interest rates were to change by 100 basis points, or l%, this would result in a corresponding change of $0.1 million in annual
interest expense.

We are subject to envtronmental and safety laws, whtch restrict our operatrons and increase our cosfts.

We are subject to extenswe federal, state and local laws and regulations relatmg to environmental protection and occupat1onal
safety and health, These include, among other things, laws and regulations governing-the use, treatment, storage and disposal of
wastes and materials, a1r quality, water quality and, the remediation of contamination associated with the release of hazardous
substances. OQur comphance with existing regulatory requirements is costly, and continued changes in these regulations could increase
our compliance costs. Govemment laws and regulations often require us to enhance or replace our equipment .and to modify landfill
operations and may, in ‘the future, require us to initiate final closure of a landfill. We are required to obtain and maintain permits that
are subject to strict regulatory requirements:and are difficult and costly to obtain and maintain. We may be unable to implement price
increases sufficient to offset the cost of complying with these laws and regulations. In addition, regulatory changes could accelerate or
increase expenditures for closure and post-closure momtormg at solid waste facilities and obligate us to spend sums over the amounts
that we have accrued. :

We may become subject to environmental clean-up costs or Imgatwn that could curtail our busmess opemtwns and materlally
decrease our earnings. :

The Comprehensive Environmental Response Compensatlon and Liability Act of 1980, as amended, or CERCLA, and analogous
state laws provide for the remediation of contaminated facilities and impose strict joint and several liability for remediation costs on
current and former owners or operators of a facility at which there has been a release or a threatened release of a “hazardous
substance.” This liability is also imposed on persons who arrange for the disposal of and who transport such substances to the facility.
Hundreds of substances are defined as “hazardous” under CERCLA and their presence, even in small amounts, can result in
substantial liability. The expense of conducting a cleanup can be significant. Notwithstanding our efforts to comply with applicable
regulations and to avoid transporting and receiving hazardous substances, we may have liability because these substances may be
present in waste collected by us or disposed of in our landfills, or in waste collected, transported or disposed of in the past by
‘companies that we acquire even if we did not collect or dispose of the waste while we owned the landfill. The actual costs for these
liabilities could be 51gn1ﬁcantly greater than the amounts that we mlght be requ1red to accrue on our financial statements from time to
time. :

In addition to the costs of complymg with environmental regulatlons we may incur costs to defend against litigation brought by
government agencies and private parties. As a result, we may be required to pay fines or our permits and licenses may be modified or
revoked. We may in the future be a defendant in lawsuits brought by governmental agencies and private parties who assert claims
alleging environmental damage, personal injury, property damage and/or violations of permits and licenses by us. A significant
judgment against us, the loss of a significant permit or license or the imposition of a significant fine could curtail our business
operations and may decrease our earnings. :
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Our accruals for landfill closure and post-closure costs may be madequate, and our earnings would be lower if we are required
to pay or accrue additional amounts.

We are required to pay closure and post- closure costs of any drsposal facﬂmes that we own or operate We accrue for future closure
and post-closure costs of our owned landfiils, generally for a term of five years for C&D landfills and 30 years for MSW landfills,
based on engineering estimates of future requirements associated with the final landfill design and closure and post-closure process.
Our obligations to pay closure and post-closure costs, including for monitoring, may exceed the amount we accrued, which would
adversely affect our earnings. Expenditures for these costs may increase as a result of any federal, state or local government regulatory
action, including changes in closing or monitoring activities, types and quantities of materials used or the period of required post-
closure monitoring. These factors could substantially increase our operating costs and therefore impair our ability to invest in our
existing facilities or new facilities. The amount of our accruals is based upon estimates by management and engineers and
accountants. We review at least annually our estimates for closure and post-closure costs, and any change in our estimates could
require us to accrue additional amounts, ,

We may be unable to obtain financial assurances necessary for cur. operatwns, whzch could result in the closure of landf 1ls.or
the termination of collection contracts.

We are required to provide financial assurances to governmental agencies under applicable env1ronmenta1 regu]atlons relatmg ‘to
landfill closure.and postclosure obligations, our landfill operations, and other collection and disposal contracts. We satisfy.these
financial assurances requirements by providing performance bonds, letters of credit, insurance policies or trust deposits. During the
past three years, the costs associated with bonding and insurance have risen dramatically, the financial capacity and other requirements
imposed by bonding and insurance companies have become more difficult to comply with than in prior years, and the number of these
bonding and insurance companies has decreased. We have been required, and may .in the future be required, to obtain personal
guarantees from certain of our senior.executive officers, directors and an affiliate of our largest stockholder in order to obtain these
types of instruments. We have compensated and indemnified, and may in the future compensaté and indemnify, our senior executive
officers, directors and the affiliate of our largest stockholder for these guarantees. We may be unable to provide the level of financial
assurance that we are required to provide in the future or it may become too costly to do S0, whrch in elther case could result in the
closure of landfills or the termination of collection contracts.

Our business is capital intensive, requiring ongoing cash outlays that may strain or consume our avatlable capztal and force us
to sell assets, incur debt, or sell equity on unfavorable terms.

Our.ability to remain competitive, grow and maintain operations largely depends on our cash flow from opera‘uons and access to
capital. Maintaining our existing operations and expanding them through internal growth or acquisitions requires large capital
expenditures. As we undertake more acquisitions and further expand our operations, the amount we expend on capital, closure and
post-closure and remediation expenditures will increase. These increases in expenditures may result in lower levels of working capital
or require us to finance working capital deficits. We intend to continue to fund our cash needs through cash flow from operations and
borrowings under ourcredit facility, if necessary. However, we may require additional equity or debt financing to fund our growth.

We do not have complete control ever our future performance because it is subject to general economic, political, financial,
competitive, legislative, regulatory and other factors. It is possible that our business may not generate sufficient cash flow from -
operations, and -we may, not otherwise have the capital resources, to allow us to make necessary capital expenditures. If this occurs, we
may have to sell assets, restructure our debt or obtain additional equity capital, which could be dilutive to our stockholders. We may .
not be able to take any of the foregoing actions, and we may not be able to do so on terms favorable to'us or our stockholders.
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Increases in the cosfs of disposal may reduce our operating margins, .. - v .

We dispose of approxrmately one-fourth of the waste that we collect in landfills operated by others; but that rate may increase in
the future. We may incur increases in disposal fees paid to third parties or in.the costs of operatmg our own landﬁlls Failure to pass
these costs on to our customers may reduce our operating margins. = -

Increases in the costs of labor may reduce our operating margins. .. - o e :

We compete with other businesses in our markets for qualified employees. The labor market is currently trght 1n many, of the areas
in which we operate. A shortage of qualified employées would require us to enhance our wage and benefits packages to compete more
effectively for employées or to hire more expensive temporary employees. Labor is our second largest operating cost, and even
relatively small increases in labor costs per employee could materially affect our cost structure. Failure to attract and retain qualified
employees, to control our labor costs, or to recover any increased labor costs through increased prices we charge for our services or
otherwise offset such increases with cost savings in other areas may reduce our operating margins. .

Increases in the costs of fuel may reduce our operating margins.

The price and supply of fuel needed to run our collection and transfer trucks and our landfill equipment is unpredictable and
fluctuates based on events outside our control, including geopolitical developments, supply and.demand for oil and gas, actions by
OPEC and other oil and gas producers, war and unrest in oil producing countries, regional production patterns and environmental
concerns. During 2005 and 2004, we experienced increases-in the cost of diesel fuel as a percentage of revenue of 6.5% and 4.9%,
respectively. Any significant price escalations or reductions in the supply could.increase our operating expenses or interrupt or curtail
our operations. Failure to offset all or a portlon of any increased fuel costs through increased fees or charges would reduce our
operating margins. . :

Increases in costs of insurance wou[d reduce our operating margins. ' ‘

One of our largest operating costs is for insurance coverage, including general liability, automobrle physical damage and habrlrty,
property, employment practices, pollution, directors and officers, fiduciary, workers’ compensation and employer s liability coverage,
as well as umbrella hablhty policies to provide excess coverage over the underlying limits contained in our primary- general liability,
automobile liability and employer’s liability policies. Changes in our operating experience, such as an increase in accidents or lawsuits
or a catastrophic loss, 'could cause our insurance costs to increase 31gn1ﬁcantly or could cause us to be unable to obtain certain
insurance. Increases in insurance costs would reduce our operating margins. Changes in our mdustry and perceived rlsks in our
business could have a:similar effect.

We may not be able to maintain sufficient insurance coverage to cover the risks assaczated with our operations, whtch could
result in uninsured losses that would adversely affect our financial condition. ‘ .

Integrated non-hazardous waste companies are exposed to a variety of risks that-are typxcally covered by insurance arrangements
However, we may not be able to maintain sufficient insurance coverage to cover the risks associated with our operations for a variety
of reasons. Increases in insurance costs and changes in the insurance markets may, given our resources, limit the coverage that we are
able to maintain or prevent us from insuring against.certain risks. Large or unexpected losses may exceed our policy limits, adversely .
affecting our results of operations, and may result in the termination or hmrtatron of coverage exposing us o uninsured losses,
thereby adversely affecting our financial condition. ‘

Our failure to remain competitive with our numerous competitors, some of which have greater resources, could adversely affect
our ability to retain existing customers and obtain future business. .

Our industry is highly competitive. We compete with large companies and mumcrpahtres many of which have greater ﬁnanc1al
and operational resources. The non-hazardous solid waste collection and disposal industry is led
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by three large national, publicly-traded waste management companies that account for approximately 57% of the estimated

$46.5 billion of annual industry revenues. The industry dlso includes numerous regional and local companies. Additionally, many
counties and muiicipalities operate their own ' waste collection.and disposal facilities and have competitive advantages not available to
private enterprises. We also encounter competition from alternatives to landfill disposal, such as recycling and incineration, that -
benefit from state requirements to teduce landfill disposal. If we are unable to successfully compete against our competitors, our
ability to retain existing customers and obtain future business could be adversely affected. - :

We may lose contracts through competitive bidding, early termination or governmental action, or we may have to substantmlly
lower prices in order to retain certain contracts, any of which would.cause our reveriues to decline,

We are parties to contracts with municipalities and other associations and agencies: Many of these contracts are or will be subject
to competitive bidding. We may not be the successful bidder, or-we may have to substantially lower priees in order to be the
successful bidder. In addition, some of our customers may terminate their contracts with us before the end of the contract term. If we
were not able to replace revenues from contracts lost through competitive bidding or early termination or from lowering prices or from
the renegotiation of existing contracts with other revenues within a reasonable time period, our revenues could decline.

- Municipalities may annex unincorporated areas within counties where we provide collection services, and as a result, our
customers in annexed areas may be required to obtain service from competitors who have been franchised or contracted by the
annexing municipalities to provide those services. Some of the local jurisdictions in which we currently operate grant exclusive
franchises to collection and disposal companies, others may do so in the future, and we may enter markets where franchises are
granted by certain municipalities. Unless we are awarded a franchlse by these mumc1paht1es we will lose customers which will cause
our revenugs to decline. ‘ ;

Comprehensive waste planning programs and initiatives . requtred by state and local governments may reduce demand for our
services, which coidd adversely affect our waste volumes and the price of our landfill disposal services.

Many of the states in which we operate landfills require counties and municipalities to formulate comprehensive plans to reduce the
volume of solid waste disposed of in landfills through waste planning, recycling; composting or other programs. Some state and local -
governments mandate waste reduction at the source and prohibit the disposal of certain types of wastes, such as yard wastes, at
landfills. These actions may reduce the volume of waste going-to landfills in certain areas, and therefore our landfills may not continue
to operate at currently estimated volumes or they may be unable to charge current prices for landfill disposal services. '

Covenants in our credit facility and the agreements governmg our other mdebtedness may limit our ability to grow our business
and make capital expenditures. . oW

Our credit facility and certain of the agreements governing our other 1ndebtedness impose financial covenants and ratios that we
must satisfy and other covenants that limit certain actions that we may take (including, among other things, our ability to incur
additional indebtedness; grant liens-and make mvestments) and acquisitions. Please read “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources—Credit Facility.” All of these restrictions could
affect our ability to take advantage of potential business opportunities. Our ability to comply with these covenants and restrictions may
be affected by changes in econotnic or business conditions or other events beyond our control.

Failure to observe these restrictions could result ina default, allowing acceleration of the'debt incurred under those agreements,
requiring us to repay the indebtedness under such credit facility and, if we were unable to do so, allowing the lenders to foreclose on
their collateral (which includes substantially all of the assets we own; including the stock and assets of our subsidiaries). A default also
could result from our inability to répay any indebtedness when due. Moreover, default unider one agreement could lead to an
acceleration of indebtedness under other agreements that contain cross-acceleration or cross-default provisions.
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Efforts by labor um"ons to'orgenize our employees could divert management attention and increase our operating expenses.

Labor unions have in the past attempted to organize our employees, and these efforts will 1ikely continue in the future. At-its 2003 .
nationial meeting, the Intematlonal Brotherhood of Teamsters announced that our industry is one in which it will begin focusing its -
efforts. In March 2001, a group of employees chose to be represented by a union, and we negotiated a collective bargaining agreement
with them which explred on March 3,2006. We have agreed to extend the terms of the existing contract while we enter into -
negotiations for a new contract. As of December 31, 2005, there were 17 employees in that group. Additional groups of employees
may seek union representatlon in the future, and the negotiation of collective bargaining agreements could divert management
attention and result in mcreased operating expenses and lower net income. If we are unable to negotiate acceptable collective.
bargaining agreements, we might have to wait through “cooling off” periods, which are often followed by union-initiated work
stoppages, including strikes. Depending on the type and duratlon of these work stoppages our operating expenses could increase
51gn1ﬁcantly ; : .

A general downturn in U.S. economic condttzons may reduce our busmess prospects and decrease our revenues s and cash flows.

Our business is affected by general economic conditions. Any extended weakness in the U.S. economy could reduce our business .
prospects and could ca‘use decreases in our revenues and operating cash flows. In addition, in-a down-cycle economic environment, we
would likely expenence the negative effects of increased competitive pricing pressure and customer turnover. -

Current and proposed laws may restrict our. abzlzty to operate across local borders which could affect our manner, cost and
Seasibility of doing business. : » .

-For the year ended December 31, 2005 appr0x1mately $2 1 mllhon or 1 8%, of our revenue was earned from the dlsposal of waste
that is generated in a state other than the state where it is disposed. These operations could increase in the future. Some states have
imposed restrictions on collection routes and disposal locations. Our collection, transfer and landfill operations may also be affected in
the future by proposed “flow control” legislation that would allow state and local governments to direct waste generated within their
jurisdictions to a specific facility for disposal or processing. Moreover, in the future, our operations may be. affected by proposed -
federal legislation authorizing states to regulate, limit or, perhaps even prohibit interstate shipments of waste. If this or similar
legislation is enacted, state or local governments with JUIISdlCthrl over our landfills could act to limit or prohibit disposal or
processing of out—of-state waste in our landfills, whether collected by us or by third parties which could affect our manner, cost and
feasibility of doing business. - - " : ‘

We-may not be successful in expandmg the permitted capacity of our current or future landfills, which could restnct our
growth, increase our disposal costs, and reduce our operating margins.

Our ability, to meet our growth objectives depends in part on our ability to expand landfill capacity, whether by acqu151t1on or
expansion: Exhausting permitted capacity at a landfill would restrict our growth, and reduce our financial performance in the market
served by the landfill since we would be forced to dispose of collected waste at more distant landfills or at landfills operated by our
competitors, thereby increasing our waste disposal expenses. Although we have received final permits on expansions at our existing -
landfills, there may be challenges, comments, or delays that could have an adverse effect on our operations in these markets.
Obtaining required permits and approvals to expand landfills. has become increasingly difficult and expensive, requiring numerous
hearings and compliance with various zoning, environmental and regulatory laws and drawing resistance from citizens, environmental
or other groups. Even|if permits are granted, they may contain burdensome terms and conditions or the timing required may be =~ |
extensive and could affect the remaining capacity at the landfill. We may choose to delay or forego. tuck-in acquisitions in markets
where the remaining hves of our landfills are relatively short because increased volumes would further shorten the lives.of these
landfills. : : »
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Risks Relating to Our Operations and Corporate Organization

Poor deczszons by our regional and local managers could result in the loss of customers or an increase in costs, or adversely
affect our ability to obtain future business. :

‘We manage our operations on a decentralized bas1s Therefore reglonal and local managers have the authonty to make many
decisions concerning their operations without obtaining prior approval from executive officers. Poor decisions by regional or local

" managers could result in the loss of customers or an increase in costs,.or adversely affect our ability to obtain future business.

We are vulnerable to factors ajfectmg our local markets, which could adversely affect our stock price relative to our
competitors. o

The non- hazardous waste busmess is local in nature Accordlngly, our busmess in one-or more regrons or. local markets may be
adversely affected by events.and economic conditions relating to-those regions or markets even if the other. regions of the country are

. not affected. As a result, our financial performance may not compare favorably to our eompemors wrth operations in other regions,
_and our stock price could be adversely affected. :

.Seasonal fluctuations wzll cause our busmess and results of aperations to vaty among quarters, whtch could adversely affect
our stock price.

Based on historic trends experlenced by the businesses we have acquired, we expect our. operatmg results to vary seasonally, with
revenues typically lowest in the first quarter, higher in the second and third quarters, and again lower in the fourth quarter. This
seasonality generally. reflects the lower volume of solid waste, generated because of decreased construction and-demolition activities
during the winter months. Adverse weather conditions negatively affect waste collection productivity, resulting in higher labor and
operational costs. The general increase in precipitation during the winter months increases the weight of collected waste, resulting in
higher disposal costs, as costs are often calculated on a per ton basis. Because of these factors, we expect operating income to be .
generally lower in the winter months. As a result our stock price may be negatively affected by these variations. Additionally, severe
weather during any time of the year can negatively atfect the costs of collection and disposal and may cause temporary suspensions of
‘our collection and disposal services. Long periods of inclement weather may interfere with collection and landfill operations, delay the
construction of landfill capacity and reduce the volume of waste generated by our customers. Any of these conditions can adversely .
affect our business and results of operations, which could negatively affect our stock price:

Failure to maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley Act could have a matertal ‘
adverse effect on our business and stock price. , : ;

As part of our program of compliance with Section 404 of the Sarbanes-Oxley Act “we may 1dent1fy deﬁc1en01es in our 1nternal
controls over financial reporting. Failure to. maintain an effective internal control environment eould have-a material adverse effect on
our business and our stock price.

Our success depends on key members of our senior management the loss of any of whom could dtsrupt our customer and
business relationships.and our operations.

We believe that our continued success depends in large part on the sustamed contrrbutrons of our chalrman of the board and chief
executive officer, Mr. Tom J. Fatjo, Jr., our president and chief operating officer, Mr. Jerome M. Kruszka, and other members of our
senior management. Wee rely on them to identify and pursue new business opportunities and acquisitions and to execute operational
strategies. The loss of services of Messrs. Fatjo, Jr, or Kruszka or any other senior management member could significantly impair our
ability to identify and secure new contracts and otherwise disrupt our operations. We do not maintain key person life insurance on any
of our senior executives. We have entered into employment agreements with our executive officers that contain non-compete and
conﬁdentlalrty covenants. Despite these agreements, we may not be able to retain these officers and may not be able to enforce the
non- compete and confidentiality covenants in their employment agreements.
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Members of our semor management will devote a portion of thetr ttme to: Waste Corporatton of Amertca LLC’s operattons, :
which will divert their attentton from ourbusiness and operdtions. " - SRR E .

As indicated above, our continued success largely depends on the continued contributions of our senior management However
Messrs. Fatjo, Jr. and Kruszka and other members of our senior management also serve as executive officers of our former parent,
Waste Corporation of America LLC, and, therefore, devote a portion of their time to iatters other than our business and operations.
We believe that senior management will devote approx1mate1y 5% of thelr time, on average, to Waste Corporatton of Amerlca LLC’
operations. AR : " -

Conflicts of i mterest to our stockholders detriment may arise between us and Waste Corporation of Amerlca and its controllmg
equity holder, who owns a significant portion of our equity and has.one diréctor on ‘our-board. - ' 2

As of March 1, 2006, Esping Family and other related entities beneficially 6wned approx1mately 12:7% of our common stock.
Additionally, these entities continue to own approximately 60.2% of the equity interests-of Waste Corporation of America LLC, our
former parent and a privately-held solid waste company with which we have administrativé services, non-competition and other
arrangements. Mr. Wllham P. Esping; who is a former director, and members of his family- are the primary beneficial owners of these
various entities. Mr. Ballard O. Castleman, who is a member of our board of directors, has an ownership position in and-is employed "
by such entities. Mr. Castleman constitutes one of the five current members of our board: of directors. Because of the substantial
ownership interest of Esping Family and related entities in Waste Corporation-of America LLC, these entities may, in the évent a
conflict of interest arises between us and Waste Corporatton of America LLC and these entities, favor their interests if. Waste
Corporation of America LLC over their interests in-us to the detriment of us and our other stockholders. ~ '

Our executive oﬁ" icers, directors and their related entities own a s1gmf cant interest in our voting stock and may be able to exert
significant influence over our management and affairs, which may discourage a potential change of control transaction. .

As of March 1,:2006, our executive officers, directors and their'related entities (including Esping Family) owned or controlled
approximately 24.1% of the outstanding shares of our’¢common stock.’Accordingly, these parties,-acting together, could possess a
controlling vote on matters submitted to a vote of the holders of our common stock. As long as'these individuals - benefi icially own a
significant interest, they will have the ability to significantly influénce the election of menibers of our board of directors and to
mfluence our management and affairs. As of March-1; 2006, Espmg Family and other related entities; collectively beneficially-owned
approximately 12.7% of our common stock, as well as approximately 60.2% of the equity of Waste Corporation of America LLC with
which we have admmtstratxve services, non-competition and other arrangements. This concentration of ownership, the potential ability
to significantly influence our management and affairs, and the potential ¢onflicts of interests relating to Waste Corporation of America
LLC may have the effect of preventmg or dtscouragmg transactions involving a potential change of control or otherwise adversely
affect us. oo :

Provisions in our amended and restited certtf cate of incorporation, our amended and restated bylaws and Delaware law could .
prohibit a change of control that our stockholders may favor and which could negatively affect our stock price. ‘

Provisions in our amended and restated certificate of incorporation and our amended and restated bylaws-and applicable provisions
of the Delaware General Corporation Law.may make it more difficult and expenswe for a third party to acquire control of us even if a
change of control would be beneficial to the interests of our stockholders. These provisions could discourage potential takeover
attempts and could adversely affect the market pnce of our common stock. Our amended and restated certificate of incorporation and

our amended and restated bylaws




» authorize the issuance ot blank check preferred stock that could be 1ssued by our board of drrectors to thwart a takeover
- attempt; | ‘

. prohrbtt cumulattve votmg in the electlon of drrectors which would otherw1se allow holders of less than a majority of stock to
elect some drrectors R : :

+  require super-majonty votrng to effect amendments to provmons of our amended and restated bylaws concermng the number of
dxrectors

' f

-+ limit who may call special meetmgs I a S
. prohlbxt stockholder action by wntten consent, requiring all actions to be taken at a meetmg of the stockholders

» establish advance notice requirements for nominating candidates for election to the board of directors or for proposing matters
* that can be acted upon by stockholders at stockholders meeting; and

+  require that vacancies on the board of directors, mcludmg newly- created dlrectorshrps be ﬁlled only bya majorrty vote of
' d1rect0rs then in office. ~

In addmon Section 203 of the Delaware General Corporatlon Law may drscourage delay or prevent a change in control by

prohrbrtmg us from engaging'in a business combination with an interested stockholder for a perlod of three years after the person
- becomes an interested stockholder. ‘

We do not anticipate paying cash dividends on our common stock in the foreseeable future, so you can only reallze a return on
your investment by selling your shares of our common stock.

We do not anticipate paying cash dividends on our common stock in the foreseeable future. Any payment of cash dividends will
depend upon our financial condition, capital requirements, earnings and other factors and are prohibited by the terms of our credit
facility. Please read “Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity .
Securities—Dividend Policy.” Accordingly, for the foreseeable future you can only realize a return on your investment by selling your
shares of our common stock. ‘

We may issue preferred stock that has a liquidation or other preference over our common stock without the approval of the
holders of our common stock, which may affect those holders rights or the market price of our common stock.

Our board of directors is authorized to issue series of shares of preferred stock without any action on the part of our stockholders.
Our board of directors also has the power, without stockholder approval, to set the terms of any such series of shares of preferred stock
that may be issued, including voting rights, dividend rights, preferences over our common stock with respect to dividends or if we

. liquidate, dissolve or wind up our business and other terms. If we issue preferred stock in the future that has preference over our
common stock with respect to the payment of dividends or upon our liquidation, dissolution or winding up, or if we issue preferred
stock with voting rights that dilute the voting power of our common stock, the rights of holders of our common stock or the market
price of our common stock could be adversely affected.

Available Information

Our Internet website 1s www.wcawaste.com. We make available through the “Investor Relations-SEC Filings” section of our
Internet website our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to
those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the Securities and Exchange Commission.
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Item 2. Properties. S : ‘ v
Our principal executive ofﬁces are located at One Rrverway, Suite 1400, Houston Texas 77056 where we currently lease 12,259

square feet of office space. Currently, we also own or lease field-based administrative offices in Alabama Arkansas Colorado,
Florida; Kansas, Mrssourr New Mexico, North Carolina, South Carolina, Tennessee and Texas.

Our principal property and equipment consist of land (primarily landfills, transfer stations and bases for collection operations),
buildings, and vehicles'and equipment, including waste collection and transportation vehicles, related support vehicles, carts,
containers and heavy equlpment used in landfill operations, all of which are encumbered by liens in favor of our lenders. As of
December 31, 2005, we owned and/or operated 23 collection operations, 21 transfer stations/MRFs, 7 MSW landfills and 12 C&D
landfills. Of these famhtres two transfer stations, one MSW landfill and one C&D landfill are fully permitted but not yet opened, and
two transfer stations are idle. We also operated but did not own two of the transfer stations as of December 31, 2005. For a description
of our landfills, please read “Business—Qur Operatlons——Landﬁlls ‘ : X - :

Item 3. Legal Proceedings.
Information revardmg our legal proceedings can be’ found in note 13(d) to our consohdated ﬁnancral statements included elsewhere

in this report.
Ttem 4. Submission of Matters to a Vote of Security Holders.
A special meeting of the shareholders was held on Thursday, December 22, 2005 for the purpose of approving an amendment to

WCA Waste Corporatron s Amended and Restated Certificate of Incorporation to increase the total number of shares of Common
Stock that the company has the authority to issue from 25,000,000 shares to 50,000,000 shares. The proposed amendment was
approved with 13,216,286 votes cast in favor of such amendment, 283,112 votes cast against such amendment and 4,375 abstentions.
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PARTII :
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
Market for Common Stock
Our common stock is traded on the NASDAQ National Market under the symbol “WCAA.” As of March 1, 2006, there were
approximately 104 holders of record of our common stock. This number does not include any beneficial owners for whom shares of
common stock may be held in “nominee” or “street” name. The followmg table sets forth the range of hlgh and low closing sales
prices per share for our common stock as reported by NASDAQ for the periods indicated.

e e e High Low
2005 A .
First Quarter I .. 81050 $9.08
ESecond Quarter o e o $979  $853
Third Quarter e 889 $7.90
Fourth Quarter $ 889 $7.34
2006 o e S
Flrst Quarter (through March 7, 2006) ) S - $ 790 %690
Dividend Policy

We have never declared or paid any cash dividends on our common stock and do not intend to declare or pay any cash dividends
on our common stock in the foreseeable future. We currently intend to retain our earnings, if any, to finance the development and
expansion of our business and for general corporate purposes. Furthermore, our credit facility prohibits payment of cash dividends or
other payments or advances by our primary operating subsidiary tous (or any intermediary) under all circumstances, meaning we have
very limited sources of cash. Our only source of cash to pay dividends to our stockholders would be distributions or other payments or
advances from our subsidiaries, which as discussed above, is prohibited by the terms of our credit facility. Any future dividends
declared would be subject to a relaxation of this prohibition, would be at the discretion of our board of directors and would depend on
our financial condition, results of operations, capital requirements, contractual obligations, the other terms of our credit facility and
other financing agreements at the time a dividend is considered, and other relevant factors. :

-
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Item 6. Selected Financial Data.

The following table sets forth certain selected historical consolidated financial data derived from our consolidated financial
statements included elsewhere in this report. The information set forth below should be read in connection with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations™ and our ‘consolidated financial statements and related o
notes mcluded elsewhere in thlS report. The followmg mforrnanon may not be 1nd1cat1ve of our future operatlng results, - "

- Year Ended Decemher 31,
2005 - 2004 ! ~ 2003 ' 2002 2001
: : (In thousands except per share data) ’

Consolidated Statements of Operations Data:

Revenue $114,143 $ v73,461 $64,226 $62,162 $ 57,721
Expenses: S e ,
Cost of services (1).(2) 73933 50387 41,666 38336 35841
.. Depreciation and amortization 14,795 - 8,828 7,812 6,229 6,684
General and admmlstratlve e ‘ e o o
Stock based compensation (3) 509 11,832 1,220 v — e
Other general and’adnnmstratlve ) ) 7,802 4,751 3,922 4432 4,135
i Total expenses 97,039 75498 54,620 48997 46,660
Operatmg mcome (loss) o 17,104 (2,037 9,606 13,165 11,061
Other income (expense) ] o _ ] ’ o ) o
Interest expense, net (2) ] (10,366) (4,453) 52200 (6,979 (10,153)
Write-off of deferred financing costs and debt
discount (4) - S Co30sy o @y o — L ea8n —
Other income (expense) net ‘ .. 286 - .. . 268 ‘ 28 . 20 (53)
Other income (expense) o (11,388 (4803) . (5192) (9446) (10,206) .
Income (loss) from continuing operations. before o : ‘ : e :
income taxes and cumulative effect of change . R L . s )
in accounting principle e 5 716 . (6,840) 4,414 : 3,719 855
Income tax (provision) benefit L (2 248) L2476 (1,753 (1,727) (359)
Income (loss) from continuing operations before . -
cumulative effect of change in accounting -~ - |- . , SR i o
principle - ) - » 3,468 (4364) 2,661 1,992 . 496
Discontinued operations, net of tax — — 93 (816) (201)
Income (loss) before cumulative effect of change ~ S o )
in accounting principle ) 3468  (4364) 2734 - L176 295
Cumulative effect of change in aceountmg '
principle, netoftax (5) , — —_ 2,324 — (721)
Net income (loss) $ 3468 $ (4,364) § 5,078 $ 1,176 5 (426)
Per Share Data — basnc and diluted:
Income (loss) from continuing operations before
cumnulative effect of change in accounting
principle - B » $ 022 _$ (038 $ 033 § 025 $ 006
Discontinued operations, net of tax o — —_— 0.01 ) (0 10) , (0.02)
Income (loss) before cumulative effect of change
in accountmg principle 0.22 {038 0.34 0.15 0.04
‘Cumulative effect of change in accountmg
. primciplenetofrax — = 0.29 : = (0.09)
Net income (loss) ' 3 022 $ (0.38) $ 0.63 $ 0.15 $  (0.05)
Weighted average shares outstanding — basic N 15579 11,599 8,000 8,000 8,000
Weighted averége shares outstanding — diluted 15641 11,599 8,000 8,000 8,000
Other Financial Data: ) o e , )
Capital expendltures $ 18,003 $ 14,589 $ 7,721 $ 9,886 '§ 8,066
' As of December 31,
2005 2004 2003 2002 2001
(In thousands)
‘Consolidated Balance Sheet Data: ) )
Property and equipment,net  $186299  $ 90,521  § 70,726 § 67,555 $ 64,147
Total agsets 291,538 163,767 116,685 122,668 116,681
Current maturmes of long-term debt 1810 1,420 4,004 3,602 6,749
Long-term debt, less current maturmes and ‘ ‘
" discount ‘ 174,353 71,814 78,696 78,466 68,908
Total stockholders’ equity 91,707 74,573 18,567 17,734 19,259

(1) We acquired prepaid disposal rights in connection with our acquisition of assets from Waste Management, Inc. in 2000. In
addition, we paid $1 million to acquire prepaid disposal rights from Waste Services, Inc. in 2005. During the years ended
December 31, 2005, 2004, 2003, 2002 and 2001, we recorded $1,834, $377, $302, $97
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and $61, respectively, for the use of such disposal rights as a non-cash component of cost.of services. Please read note 3 to our
consolidated financial statements. Prior to August 2003, we utilized the prepaid disposal rights in our west Texas operations,
which we sold during 2003 and are reflected as discontinued operations. In the future, we will use these prepaid disposal rights

.. for our continuing operations. During the years ended December 31, 2003, 2002 and 2001, we utilized $1,307, $1,902 and

€5

3)

)

)

$2,011, respectively, of prepaid disposal rights in discontinued operatlons

We have material financial commitments for the costs associated With our future obligations for fmal closure and post-closure
maintenance of the landfills we own and operate. During the years ended December 31, 2005, 2004, 2003, 2002 and 2001, we
have recorded $159, $257, $207, $146 and $111, respectively, as a non-cash component of cost of services and $0, $0, $0, $107
and $339, respectively, as a non-cash component of interest expense for the provision and accretion expense relating to these

future obligations. Although these are non-cash expenses for the periods presented, the ultimate liability will be settled in cash.

Please read note 1 to our consolidated financial statements for further discussion of landfill accountmg and the adoption of SFAS
No. 143 “Accounting for Asset Retirement Obligations.”

The stock-based compensation expense during the year ended December 31, 2005 relates to earned compensation under the
Amended and Restated 2004 WCA Waste Corporation Incentive Plan. The stock-based compensation expense during the years
ended December 31, 2004 and 2003 represents a compensation charge in connection with stock options outstanding as of
December 31, 2003. Prior to the internal reorganization in 2004, Waste Corporation of America had options and warrants
outstanding. As part of the internal reorganization, we assumed the obligation to issue shares upon the exercise of such options
and warrants. Subsequently, we extinguished approximately 90% of such outstanding stock options and warrants by issuing
1,330,056 shares (after giving effect to a merger and reverse stock split prior to our initial public offering in June 2004) of our

‘common stock. We recognized a compensation charge of $11.5 million in connection with the cancel]anon of these options and

warrants and subsequent issuance ‘'of common stock in 2004,

The $1,308 write-off of deferred financing costs and debt discount in 2005 is associated with the restructuring of our credit ,
facility in April 2005 as well as the repayment of the Environmental Facilities Revenue Bonds in June 2005. In December 2004,
we wrote off $618 of deferred financing costs related to the amendment of our credit facility. We also wrote off $2,008 of
deferred financing costs and $479 of debt discount due to the early repayment of the term loan of the credit facility in 2002.

The $721 (net of $442 tax benefit) cumulative effect of change in accounting principle for the year ended December 31, 2001 is
due to the adoption of SFAS No. 133 “Accounting for Derivative Instruments and Certain Hedging Activities” relating to interest
rate swap agreements in place at that time. The $2,324 (net of $1,425 tax expense) cumulative effect of change in accounting
principle for the year ended December 31, 2003 relates to our adoption of SFAS No. 143 “Accounting for Asset Retirement
Obligations.”
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Item 7. Managememt’s Discussion and Analysis of Financial Condition-and Results of Operations..

The following discussion of our financial condition and results of operations should be read together: wzth the hzstorzcal
consolidated financial statements and the related notes included elsewhere in this report. This discussion contains forward-looking
statements. that involve risks, uncertainties and assumptions.. For additional information regarding some of the risks and uncertainties
that affect our business and the industry in which we operate, please read “Business—Risk Factors” included elsewhere in this report
and “—Cautionary Statement About F orward Lookmg Stalements below.

Executive Overview B

General Overview of Our Business Co

Revernues. Our operatlons consist of the collection, transfer, processing and disposal of non- -hazardous construction and demolition
debris and industrial anfi mun1c1pa1 solid waste, Our révenues are generated pnmarlly from our collection operanons to residential,
commercial and roll-off customers and landfill- d1sposa1 services. Roll-off'service is the hauling and disposal of large waste containers
(typically between 10 and 50 cubic yards) that are'loaded onto and off of the collection vehlcle The following table reflects dur total

revenue by source for the previous three years (dollars in thousands):

, . i PR PN
' .. . H

005 0 2004 ° T 2003
s 0 % s % 8 %
Collection: o , i e ;',v,;mm,_wg,-._",, -
Residential i 0§ 19,128 1@_8%”_“%_5._12615 2% $11272 7 17.5%
Commercial e 13847 0 120%  "12,002 16 % 12056 18.8%
Roll-off ST 3681l '322% 22878 312% - 18175 . 28.3%
__Other L —% 58  ___08% 258 04%
Total collection 69,786 61.1% 48,081 . 655% . 41761 . 65.0%
Disposal 48817 T 30,536 28460
Less intercompany 18,215 S 9189 : : 7413 - "
 Disposal, net 30602 268% 20747 282% 21,047 32.8%
Transfer'and other =~ o 24,309 L o o C 11,575 o l «;._;__,._];‘.9,34 )
Less intercompany 1054 6942 .. 6516 ‘
Transfer and other, net ) 13,755 _121% 4,633 63% i 1,418 2.2%
Total revenue  §$114,143 100. 0% _ $73,461W 100. 0% C$64226 100.0%

2005 Financial Objecttves )
The followmg 2005 financial objectives were established in March 2005:
«  Revenue in excess of $1'10 million (a 50% increase over 2004 reported revenues);

» Adjusted EBITDA, which is a non-GAAP financial measure, in excess of $27 million (a 50% increase over 2004);
*  “Runrate” r_eve;nu‘e from operations acquired in 2005 to be approximately $50 million;

 Net income to be in the range of $0.38 to $0.40 per share, depending on the timing of acquisitions and the form of any capital
and related charges that we might obtain to fund acquisitions; and

2005 year-end “run rates” of revenue and Adjusted EBITDA, to be more than two times similar measures for the year ended
December 31, 2003 (which were representative of our “run rates” at the time of our initial public offering).
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2005 Business Performance :

During 2005, our revenues were $114.1 million, WhICh represents a 55.4% increase over 2004. Adjusted EBITDA for the year was
$32.2 million, an increase of 73.1% over 2004. ‘‘Run rate” revenue from acquired businesses during 2005 was $40 million. In addition
to the $40 million generated from newly acquired businesses, revenue from existing operations grew by approximately $9 million or
11.9% as a result of price and volume increases over 2004. Certain locations implemented price increases throughout 2005 and
therefore the effect is expected to carryover into 2006. Net income per share was $0:22. This shortfall was largely the result of higher
than anticipated borrowing costs under our credit facilities. Underlying LIBOR interest rates rose from 2.44% to 4.45% and our
average borrowing costs increased from 4.56% to 7.90%. Had interest rates remained at the levels in effect at the beginning of 2005,
earnings per share would have been $0.34. In order to better manage changes in interest rates, in November 2005, we entered into a
swap arrangement with our primary lender as intermediary to exchange $150 million of our floating rate debt for fixed-rate debt. The
underlying base rate is now 4.885% plus the applicable margin which was 3.0% at December 31, 2005. Our net income also included
a charge of $0.9 million (net of tax provision) (or $0.06 per share on 15.6 million fully diluted shares) for the write-off of deferred
financing costs and debt discount due to the restructuring of our credit facility. Excluding the effects of the interest rate increase and
the write-off of deferred financing costs and debt discount, our earnings per share would have been $0.40. Our “run rate” fevenue at
December 31, 2005 was $139 million or 2.2 times of our 2003 “run rate” revenue of $64.2 million: Qur “run rate” EBITDA at
December 31, 2005 was $39 million or 2.1 times of our 2003 “run rate” EBITDA of $18.6 million.

We have been able to maintain our operating margins throughout the period of growth. Our adjusted operating profit margins were
15.0% in 2005, 12.9% in 2004 and were 16.9% in 2003. We believe our operating margins are among the highest in the industry. Our
operating margins are high in part because of the proportionally high number of landfills we have and the amount of waste we
internalize into those landfills. We 1nternahzed approx1mately 78% of the waste we collected in both 2005 and 2004. ‘

‘2006 Financial Objectives ‘ ‘

Our 2006 expectations, not including the impact of acquisitions, are as follows:” ‘

« Revenue in excess of $140 million (a 23% increase over 2005 reported revenues),

*  Operating income in excess of $21 million (a 24% increase over 2005); and

« EBITDA in excess of $40 million (a 25% increase over 2005).

Please note that these financial objectives are‘all forward looking statements that involve risks, uncertainties and assumptions. For
additional information regarding some of the risks and uncertainties that affect our business and the industry in which we operate,
please read “Business—Risk Factors” and “—Cautionary Statement About Forward-Looking Statements” included elsewhere in this
report. In addition, as we have previously reported, we intend to review price increase opportunities to recover cost increases and
improve operating margins. As we have in the past, we also will look for opportunities to improve operating margins by reducing
operating costs. Those opportunities may involve a variety of initiatives, including improvements to systems and programs and
evaluation of location specific operating results. As we discuss in “—Liquidity and Capital Resources—Cash Flows” below, we
expect capital expenditures related to our existing operations for 2006 to be approximately 12% of our revenue, which would include
expenditures for vehicles, heavy equipment, containers, landfill cell development, and: certain systems and program improvements.

Non-GAAP measures. Our management evaluates our performance based on non-GAAP measures, of which the primary
performance measure is EBITDA. EBITDA consists of earnings (net income) before interest expense (including the write-off of
deferred financing costs and debt discount), income tax expense, depreciation and amortization. We also compute EBITDA before the
cumulative effect of change in accounting principle and before
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considering the effect of discontinued operations as the effect of these items is not relevant to our ongoing operations. We also use
these same measures when evaluating potential acquisition candidates.

We believe EBITDA, is useful to an investor in evaluating our operating performance because: .

+ it is widely used by investors in our industry to measure a company’s operating performance without regard to items such as
interest expense, deprecratlon and amortization, which can vary substantially from company to company depending upon
accounting methods and book value of assets, ﬁnancmg methods, capital structure and the method by which assets were
acquired; : : - o : *

+ it helps investors:more meaningfully evaluate and compare the results-of our operations from period to period by removing the
impact of our eapltal structure (primarily interest charges from our outstandmg debt) and asset base (primarily depreciation and

amortization of our assets) from our. operatlng results; and

» it helps investors:identify items that are within operatlonal control. Depreciation charges, while a component of operating
income, are fixed at the time of the asset purchase in accordance with the depreciable lives.of the related asset and as such are
not a directly controllable period operating charge. . :

Our management uses EBITDA: :

* as a measure of operating performance because it assists us in comparing our performance on a consistent basis as it removes
the impact of our capital structure and asset base from our operatmg resu]ts '

« as one method we use to estimate. a. purchase price (often, expressed asa multiple of EBITDA) for solid waste companies we
intend to acqulre The appropriate EBITDA multiple will vary from acquisition to acquisition depending on factors such as the
size of the operatxon the type of operation, the strategic location of the operatlon in its market as well as other considerations;

* in presentations to our board of directors to enable them to-have the-same consistent measurement basis of operating
performance used by management;,

* asameasure for. planmng and forecastmg overall expectatlons and for evaluatmg actual results agamst such expectanons

e in evaluatlons of ﬁeld operations since it represents operatlonal performance and takes into account ﬁnan01a1 measures within
the control of the field operating units;

* asa component of incentive cash bonuses paid to our executive officers and other employees;
» toassess compliance with financial ratios and covenants included in our credit facility; and
Coy . ' .

4

. | . e : -
+ in communications with investors, lenders, and others, concerning our financial performance. -
The following"prese;nts a reconciliation of the total EBITDA to net income (loss) (in thousands):’

2005 2004 2003

Total EBlTDA ) ) _ L oo $32,185 7,059 - 17,446
Depreciation and amortlzatron o i ) ) B ~ (14,795) (8,828) o (7,812)
Interest expense, net _ _.(10,366) {4,453) (5,220)
Write-off of deferred financing costs and debt dlscount (an addltlonal interest »

charge) j _ » 7 (1,308) (618) —
Income tax benefit (expense) ) ) o (2,248) 2,476 (1,753

Income (loss) from continuing operations before cumulatlve effect of change in

accounting prrncrple 3,468 (4,364) 2,661
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‘ ‘ ‘ : U 2005 2004 . 2003
kLoss from dlscontmued operatlons net of tax o L T — (156)

Gain on disposal of discontinued operations, net of tax - — L — - 249
Income (loss) before cumulatlve eff“ecvt‘ of change in accountmg prmmple o 3,468 (4,364) 2,754
Cumulative effect of change in accounting prmmple netoftax - o S = ' — © 2,324
Net income (loss) ) o ‘ 8 3468 (4,364) 5,078

In consu:iermg EBITDA results, our management also takes various adjustments (espemally for non- operatlonal expenses) into
account in evaluatmg performance in order to provide it with what it believes to be a better view of ongoing operational performance.
Thus, for example, in our evaluations we exclude the stock-based compensation charge of $11. 5 million ($7.5 million net of tax
benefit) incurred during 2004 as these are non-cash charges related to our former parent company ] outstandmg stock option plan. We
do not exclude stock-based compensation expense related to our restrlcted share plan as it is a recurring expense. We make similar
adjustments in evaluating acquisition candidates for non- recurrmg 1tems The following presents a reconciliation of EBITDA to
: Adjusted EBITDA (in thousands)

2005 2004 2003

Total EBITDA‘ pef above ) " “ A» ' ) k “ g ' - ‘ $ 32:185] ] 7,059 17,446
Stock- based compensatlon expense - ‘ o — . - 11,532 1,220
Adjusted EBITDA L ' o . $32,185 32 185 18,591 18,666

Our EBITDA and AdJusted EBITDA as we define them may not be comparable to similarly title tltled measures employed by other -
companies and are not a measure of performance calculated in accordance with GAAP. EBITDA and Adjusted EBITDA should not be
considered in isolation or as substitutes for operating income, net income or loss, cash flows provided by operating, investing and
financing activities, or other income or cash flow statement data prepared in accordance with GAAP.

Other considerations. Costs of services include, but are not limited to, labor, fuel and other vehicle operating expenses, equipment
maintenance, disposal fees paid to third-party disposal facilities, insurance premiums and claims expense, third-party transportation
expense and state waste taxes. The frequency and amount of claims or incidents could vary significantly from quarter to quarter and/or
year to year, resulting in increased volatility of our costs of services.

General and administrative expenses include the salaries and benefits of our corporate management, certain centrahzed reportmg,
information technology and cash management costs and other overhead costs associated with our corporate office.

Depreciation and amortization expense includes depreciation of fixed assets over thelr estimated useful lives using the stra1ght-11ne
method and amortization of landfill costs and asset retirement costs based on the consumptlon of airspace.

We capitalize third-party expendjtures related to pending acquisitions, such as legal, engineering, and accounting expenses and
certain direct expenditures such as travel costs. We expense indirect acquisition costs, such as salaries, commissions and other
corporate services, as we incur them. We routinely evaluate all capitalized costs, and expense those related to projects that we believe
are not likely to succeed. As of December 31, 2005, we had $0.3 million of capitalized costs relating to pending acquisitions.

- The 'integration expenses associated with our acquisitions 'include expenses related to: (i) incorporating new truck fléets into our -
preventative maintenance program, (i) the testing of new employees to comply with Department of Transportation regulations,

(iii) implementing our safety program, (iv) re-routing trucks and equipment, and (v) conversion of customers to our billing system. In
the short-terrh, as expected, the cost of acquiring and integrating companies will continue to put pressure on operating results. While
some synergies from tuck-in acquisitions can take as long as twelve months to be reahzed we have integrated all of our completed
acquisitions to date into our existing operatlons I . . C
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Goodwill represents the excess of the purchase price over the fair value of the net assets of the acqtlired entities. In allocating the
purchase price of an acqurred company among its assets, we first assign value to the tangible assets, followed by intangible assets such
as covenants not-to- compete and any remaining amounts are then allocated to goodwrll

Acquisition Strategy, Overview :

As we djscussed in “Business— Our Acquisition Growth Strategy” our acquisition strategy w111 target operatrons that wrll benefit
from our core operatmg strategy of maximizing the internalization of waste. In markets where we already own a landfill, we intend to
focus on expanding our, presence by tuck-in acquisitions. Tuck-in acquisitions will allow growth in revenue and increase market share
and enable integration and consolidation of duplicative facilities and functions to maximize cost efficiencies and economies-of-scale.
We will typically seek to enter a new market by acquiring a permitted landfill operation in that market. Upon acquiring a landfill in a
new market, we then expand our operations to collection servrces by acqurrmg colleetlon operatrons in the new market and
mternahzmg the waste into our landfill.

' We'intend to pursue our acquisition strategy prrmarrly with cash mcluding borrowmgs under our combined credit facility entered
We may also issue shares of common stock in ¢onnection with acqursmons

Since completing our initial public offering in June 2004 through the year ended Decémber 31, 2005, we have completed 17
acquisitions. The purchase price for these acquisitions consisted of $125.0 million of cash, $4.5 million of convertible debt,
$6.6 million of assumed debt (net of $0.4 million of debt discount), $5.6 million of assumed deferred tax liabilities and 1,737,852
shares of our common stock. We completed 10 acquisitions during the year ended December 31, 2005. Total consideration for these
10 acquisitions was approximately $119.1 million, including $92.0 million in cash, $1.5 million in convertible debt, $6.6 mrlhon in
debt assumed, net of discount, $5.6 million in deferred tax liabilities assumed and $13.4 million in commen stock.
Contemporaneously with one acquisition, certain individuals affiliated with the seller purchased $2.5 million in convertible debt.
Information concemrng our acquisitions may be found in our previously filed perrodrc and current reports. and in note 3 to our
consolidated financial statements.

The following sets forth additional 1nformat10n regardmg the acqursmons since our mmal publrc offering:

Company . Location . Comp]et]on Date . Operations

Texas Envrronmental Waste Houston, TX July 13, 2004 _ Collection

Ashley Trash Service Springfield, MO - ~ August 17,2004 Collection -

Power Waste ” ' Brrmmgham AL August 31 2004 - Collectron ‘
Blount Recycling = - - Birmingham,. AL . September3 2004 . + - Collection, Landfill & Transfer Station
Translift, Inc. Littlé Rock, AR ~ September 17,2004  Collection '
Rural Disposal, Inc. Willow: Sprmgs MO - November 12, 2004 Collection o

Trash Away, Inc. ' Piedmont, sc November 30 2004 Collectron & Transfer Station

Gecko Investments (Eagle Ridge) St. Louis, MO L B wJanuary 11, 2005 " Collection & Landfill

MRR Southern, LLC " High Point/Raleigh, NC April 1,2005 ~ ° 'Landfill, Transfer Station & MRF
Triangle Environmental _ .‘Ralergh NC May 16,2005 . Collection .

Foster Ferguson - El Dorado Springs, MO May 16 2005 4 f ,(Colleettg)n‘

Triad Waste ‘ . . Hrgh Point, NC ' .. May 31 2()05 I ‘ Collection l

Proper Disposal ~ Chanute, KS . May 31,2005 ~ Collection

Fort Meade Landfill . _ Ft, Meade, FL. . - October3 2005 Landfill

Meyer & Gabbert - Sarasota/Arcadia, FL .- October 3, 2005 Collectron Landfill & Transfer Statron
Pendergrass Refuse Springfi jeld, MO ~ October 4, 2005 Collection

Andy’s Hauling Sarasota, FL ) Octobeer 2005 Collection

After giving effect to these aeqursrtlons at December 31 2005, we owned and/or operated a total of 19 landfills, 23 collection
operations and 21 transfer stations/MRFs, had approximately 277 routes and handled approxrmately 9,200 landfill tons per day at our
landfills.
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un February 10, 2006, we acquired Transit Waste LLC from Waste Corporation of America LLC, which was previously part of
our corporate group and with which we still maintain certain other relationships. This transaction included the acquisition of one
- MSW landfill and a collection operation. The landfill is located-in Durango, Colorado and the collection company is located in :
Bloomfield, New Mexico. This acquisition allows us to expand our operations into the Colorado and New Mexico markets. Together
with the acquisition of Transit Waste,'we have made 18 acqulsmons totaling $62.5 million-in estimated, annual “run rate” revenue
since completing our initial public offering in June 2004, and own and/or operate 20 landfills, 24 collection operations and 21 transfer
stations/ MRFs. -

For a description of our accountmg for aeqursrtxons and acqulsrtlon related expenses please read notes land 3 to the fmanmal i
statements. After an acquisition is completed we incur integration expenses related to (i).incorporating new truck fleets into our
preventative maintenance program, (ii) the testing of new employees to comply with Department of Transportation regulations,
(iii) implementing our safety program, (iv) re-routing trucks and equipment, and (v) conversion of customers to our billing system. We
generally expect that the costs of acquiring and integrating an acquired business will be incurred primarily durmg the first 12 months
after acquisition. Synergies from tuck-in acquisitions can, also take as long as 12 months to be realized.

Results of Operations : ‘

The following table sets forth items in our consohdated statement of operatrons in thousands and as a percentage of revenues for

the years ended December 31, 2005, 2004 and 2003 . ‘ S

Years Ended December 31, -
2005 2004 . . . 2003

i $ ) IR | L% b ‘ )
Revenue , o $ 114, 143 oo 08 ,73,'461_ . 1000 $ 64226 1000
Cost ofserv1ces < ) 933 - 648 . 50387 686 C 41,666 6438
Depreciation and amortization - 14,795 4 130 . - 8,828 2o 7 812 » 122
General and administrative 7802 68 4751 65 . 3912 - 61
Stock-based compensation ‘ ‘ : . ,

[ charge - 509 04 11,532 - 157 - 1,220 1.9
_ Operating income (loss) 17,104, 56 @037 T 28 9,606 150
Interest expense,net (lO 366) (. l) (45,453)‘ o ®n (5 220) (8. l)
Write-off of deferred ‘ ~ ’ ST ‘
. financing costs and debt ‘ L ‘ ‘ ‘ i
discount @y o ety ey —
Other income,met 28 02 268 04 28 Q0
Income tax (provision) benefit (2,248) 209 2476 34 ~(1,753) ' 2.7
Income (loss) from ' C ‘
continuing operations
before cumulative
effect of change in : ‘
_accountingprinciple 3468 30 (4364 - (59) 2661 4.2
Loss from discontinued
_ operations, net of tax e LTI T T — . (156) -~ (03)

Gain on disposal of
discontinued operations,
net of tax L T T P — 249 0.4

Cumulative effect of change in
accounting principle, net

__.oftax N , = - — - 234 36
_ Net income (loss) '$ 3468 3.0 8 (4364) (59 8 5078 79

Year Ended December 31, 2005 Compared to Year Ended December 31, 2004
Revenue. Total revenue for the year ended December 31, 2005 increased by 55.4%, to $114.1 million from $73.5 million for the
year ended December 31, 2004. Acquisitions contributed $32.0 million of the increase while internal volume growth contributed
$3.0 million, operational price increases contributed $3.7 million, and pricing from fuel surcharges achieved the remaining increases.
Cost of services. Total cost of services for the year ended December 31, 2005 increased $23.5 million, or 46.7%, to $73.9 million
from $50.4 millien for the year ended December 31, 2004. Acquisitions and integration costs accounted for a majority of the increased
cost of services. While cost of services increased in total, they have decreased to 64.8% of revenue from 68.6% last year. This
decrease can be attributed to decreases in insurance costs associated with improved claim history. Further reductions in operating costs
as a percentage of revenue were achieved related to certain licenses and fees, landfill site expenses and field administrative costs
which are
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semi-fixed and do not increase proportional with revenue. These improvements were partially offset by fuel costs that increased as a
percentage of revenue from 4.9% for the year ended December 31, 2004 to 6.5% for the year ended December 31, 2005.

Depreciation and amortization. Depreciation and amortization expenses for the year ended December 31, 2005 increased
$6.0 million, or 67.6%; to $14.8 million from $8.8 million for the year ended December 31, 2004. These increases can be attributed to
acquisitions and increased amortization cotresponding with incréased landfill volumes.

General and administrative. Total general and administrative expense increased $3.1 million, or 64 2%, to $7.8 million for the year
ended December 31, 2005 from $4.7 million for the year ended December 31, 2004. The increase is primarily attributable to increased
administrative costs assomated with being a public company, including legal, accounting, compliance with the Sarbanes-Oxley Act of
2002, printing, travel, insurance and other costs, including costs associated ‘with our ongoing acquisition program.

Stock-based compensatzon charge. We recognized a compensation charge of $11.5 million during the year ended December 31
2004. Prior to our mtemal reorganization, our former parent, Waste Corporation of America, had options and warrants outstanding. As
part of the internal reorganization, we assumed the obligation to issue shares upon the exercise of such’ options and warrants.
Subsequently, we extmgmshed approximately 90% of such outstanding stock options and warrants by issuing 1,330,056 shares (after
giving effect to a merger and reverse stock split prior to our initial public offering in June 2004) of our common stock. This
restructuring led to the $11.5 million compensation charge prior to our initial public offering that occurred in June 2004 based on the
estimated fair value of the stock issued in cancellation of the options and warrants. The stock-based compensation expense during the
year ended December 31, 2005 relates to earned compensatlon from restricted stock grants under the Amended and Restated 2004
WCA Waste Corporatmn Incentive Plan.

Interest expense, net Interest expense, net for the year ¢ ended December 31, 2005 mcreased $5 9 million, or 132.8%, to
$10.4 million from $4 5 million for the year ended December 31, 2004. As a percentage of revenue, interest expense increased to
9.1% for the year ended December 31, 2005 from 6.4% for the year ended December 31, 2004. The increase relates to the higher
average interest rate,/the higher average debt balance outstanding as a result of additional borrowings under our credit facilities as well
as seller notes issued and debt assumed in connection with acqulsmons Our average borrowing costs went from 4,56%.at the end of
2004 to 7.90% at the end of 2005.

Write-off of deferred financing costs and debt discount. The $1.3 million write-off of deferred financing costs and debt discount
incurred during 2005 is associated with the restructuring of our credit facility in April 2005 as well as the repayment of the
Environmental Facilities Revenue Bonds in June 2005, The $0.6 million write-off of deferred financing costs for 2004 is associated
with the amendment of our credit facility in December 2004

Income tax (provision) benefit. Income tax (provision) benefit in the year ended December 31, 2005 as a percentage of pre-tax
income (loss) was 39 3% as compared to 36.2% for the year ended December 31, 2004, The rate in the prior year reflects the lower tax
benefit applied to the $11.5 million stock-based compensation charge, as well as the impact of non-deductible expenses reducing our

net loss for tax purposes

Net income (loss) We had net income of $3.5 million for the year ended December 31, 2005 as compared to net loss of
$4.4 million for the, yyear ended December 31, 2004. The increase is primarily caused by the $11.5 million non-cash compensatlon
charge in 2004, net of a $4.0 million tax benefit.

Year Ended December 31, 2004 Compared to Year Ended December 31, 2003

Revenue. Total revenue for the year ended December 31, 2004 increased by 14.4% to $73.5 million from $64.2 million for the year
ended December 31, 2003. Acquisitions completed in the third and fourth quarters of 2004 contributed $5.7 million (8. 9%) of the
increase while volume increases resulted in an increase of $3.0 million (4.7%), and price increases contributed $0.5 million (0.8%).

Non-acquisition related volume increases were a
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result of the opening of two tfansfer stations'in 2004 as well as other internal growth. Revenue segmentation (before elimination of
intercompany revenue) for the year ended December 31, 2004 was 53.3 % collection operations, 33.9% disposal, 12.3% transfer and
0.5% recycling.

Cost of services. Total cost of services for the year ended December 31,2004 mcreased $8.7 million, or 21%, to $50.4 million from
$41.7 million for the year ended December 31, 2003. Operating cost increases reflect a variety of factors. Thus, our costs reflect, in
part, the impact of recent acquisitions and other volume related growth. As prev10usly dlscussed we expect to mcur higher costs while
we acquire and integrate new operations. - : : .

Increases in fuel costs contributed to the cost increases as well. Diesel fuel costs as a percentage of revenue increased from 4.1%
for the year ended December 31, 2003 to 4.9% for the year ended December 31, 2004. A sampling of our markets indicates that our
average fuel cost per gallon increased approximately 40% from January 2004 to December 2004. The increase in costs could not be
fully covered by fuel surcharges as evidenced by the fact that fourth quarter 2004 fuel surcharges covered approximately 50% of
increased costs. Through a combination of price mcreases and fuel surcharges we expect to begin to recover an additional portton of
fuel cost increases by July 2005. ‘ :

Additionally, we spent approximately $0.6 mrlhon to redirect waste from our Central Missouri landfill through one of our transfer
stations to our Black Oak landfill. This waste was redirected temporarily while the expanded area of the Central Missouri landfill was
being constructed. The construction of this expansion was completed in January 2005,

Depreciation and amortization. Depreciation and amortization expenses for the year ended December 31, 2004 increased
$1.0 million, or 13%, to $8.8 million from $7.8 million for the year ended December 31, 2003, Depreciation as a percentage of
revenue remained stable at-approximately 12%. The increase was primarily associated with acquisitions durmg 2004 as well as the
commencement of two new transfer station operations during the first quarter of 2004, ’

General and administrative. Total general and administrative expense for the year ended December 31, 2004 increased
$0.8 million, or 21%, to $4.7 million from $3.9 million for the year ended December 31, 2003. The increase is primarily attributable to
increased costs including the incremental overhead required to comply with public company reporting responsibilities as well as
additional overhead incurred in support of our acquisition program. '

Stock-based compensation charge. We recognized a compensation charge of $11.5 million for the year ended December 31, 2004
Prior to our internal reorganization, our'former parent, Waste Corporation of America, had options and warrants outstanding. As part
of the internal reorganization, we assumed the obligation to issue shares upon the exercise of such options and warrants. Subsequently,
we extinguished approximately 90% of such outstanding stock options and warrants by issuing 1,330,056 shares (after giving effect to
a merger and reverse stock split prior to our initial public¢ offering in June 2004) of our common stock. This restructuring led to the
$11.5 million compensation charge prior to our initial public- offerlng that occurred in June 2004 based on the estlmated fair value of
the stock issued in cancellation of the options and warrants!

Interest expense, net. Interest expense, net decreased by $0.8 million in the year ended December 31, 2004 as compared to the year
ended December-31, 2003. The reduction relates to the lower average debt balance resulting from the repayment of a portion of our
outstanding debt with the proceeds of the initial public offering.

Write-off of deferred financing costs. The $0.6 million erte off of deferred financing costs is assoc1ated with the amendment of
our credit facility in December 2004,

Other income, net. Other income, net for the year ended December 31, 2004 reflects primarily the gains on the disposition of f' xed
assets and the gain associated with the sale of certain rural routes in Missouri. ‘
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Income tax (provision) benefit: Income tax (provision) benefit in the year ended December 31, 2004 a5 a percentage of pre-tax
income (loss) was 36.2% as compared to 39.7% for the year ended December 31, 2003, The decrease in the current year rate relates to
the lower tax benefit applied to the stock-based compensation charge in the second quarter of 2004, as well as the impact of non-
deductible expenses 1edpcmg our net.loss for tax purposes and the recognition: ofcertam state tax beneﬁts on cutrent year losses as we
project future taxable income in these states due to the completion of acquisitions. ' SRS

-Cumulative effect of change in accountzng principle, net of tax.- The cumulative.- effect of change in- accountmg prmmple net of tax
for the period ended Depember 31, 2003 is due to the adoptlon of SFAS No. 143, effective January 1, 2003, which resulted in a
$2.3 million benefit, net of a $1.4 million tax expense. -, :

Net income (loss). We had net loss of $4.4 million for'the year ended December 31 2004 as compared to net income of _
$5.1 million for the year ended December-31, 2003. The decrease is primarily a result of the $11.5 million non-cash eompensatlon _
charge discussed above net of a $4.0 million tax benefit and the $2.3 million benefit in 2003 from the adoptron of SFAS No. 143 v
Liquidity and Capital 'Resources ‘

Our business and industry is capital mtenswe requiring caprtal for equrpment purchases landﬁll constructlon and development
and landfill closure activities in the future. Our planned acquisition strategy also requires significant capital. We plan to meet our |
future capital needs primarily through cash on hand, cash flow from operations and borrowing capacity under our credit facility. We
plan to meet the capital requirements of our acquisition strategy from-a variety of sources including cash on hand, borrowing capacity
under our credit facilities, seller notes, equity-issuances and debt financings. We expect these sources will be adequate to fund our
future capital needs and acquisition strategy for the foreseeable future.

As of December 31, 2005, we had total outstanding: long-term-debt of approximately $176. 6 mllhon c0n51stmg prlmanly of
approximately $162.0 million outstanding under our credit facilities, and approximately $7.4 million of various seller notes and ..
$7.0 million of assumed debt associated with acquisitions. This represented an increase of $103.3 million over our total debt
outstanding as of December 31, 2004. The increase in outstanding debt since. December 31, 2004 was due primarily to amounts paid, in
connection-with acqulsmons Additionally, subsequent to December 31, 20035, in connection with the completion of our Transit-Waste
acquisition, we assumed $5.2 million of debt, $1.3 million of which was repaid on February 23, 2006. Effective November 1, 2005,
we entered into an interest rate swap agreement whereby we exchanged $150 million of our floating rate debt for five-year fi xed-rate
debt. As aresult of this agreement, the LIBOR component of our interest rate will be 4.885%.on the first $150 million of our |
borrowings for the remainder of the term of the swap agreement. :

As of December- 31J 2005, we had a working capital surplus of $6. 7 mllhon that 1mproved $8 2 mrlhon from a working capltal
deficit of $1.5 million’ as of December 31, 2004. The improvement can be attributed to the restructuring,and funding of the credit
facilities in April 2005 as well as timing differences in collection of receivables and payments of current liabilities. Our First Lien
Credit Agreement (as described below) includes a “swing-line” feature, which monitors cash requirements or excesses on a daily,
basis. After meeting current working capital and capital expenditure requirements, our cash strategy is to use the available swing-line
feature of our First Lien Credit Agreement to maintain a minimum cash and cash equlvalents balance and use excess cash to reduce

our indebtedness under the First Lien Credit Agreement. : ‘

In December 2005 we exercised-the accordion option on our credit facrhty and 1ncreased the capacity of our revolvmg line of credlt
by $25.0 million. As of December 31, 2005, we had $54 1 million in available capacrty under the revolving portion of the First Lien
Credit Agreement.’ ,i - . ,

Tax-Exempt Bonds

On June 1, 2005, we fully repaid the $22.2 million of outstandmg Env1ronmental Facilities Revenue Bonds with the proceeds from
the Credit Agreements In connection with the acquisition of Ft. Meade landfill in October
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2005, we assumed $6.5 million in tax-exempt Environmental Facilities Revenue Bonds. The bonds bear interest at-8.50% to 9.00%

with annual installments through September 2020. The weighted average rate as of December 31; 2005 was 8.94%. Subsequent to

December 31, 2005, we assumed an additional $3.0 million of tax- exempt Environmental Facilities Revenue Bonds as part of the debt
- assumed in the Transit Waste acquisition. e r o o ‘ .

Credit Facility . ' ' -

On April 28, 2005 (the “Closing Date”) WCA Waste Systems Inc (“WSI”) our primary operatlng subsrdlary, replaced 1ts F ourth
Amended and Restated Credit Agreement, dated as of December 21, 2004 (the “Fourth Restated Credit Agreement”), by entering into
a First Lien Credit Agreement (the “First Lien Credit Agreement”) with Wells Fargo Bank, National Association (“Wells Fargo”), as
administrative agent, Comerica Bank, as syndication agent, and the lenders party thereto. On the Closing Date, WSI also entered into a
Second Lien Credit Agreement (the “Second Lien Credit Agreement” and together with the First Lien Credit Agreement, the “Credit -
Agreements”) with Wells Fargo, as administrative agent, and Ares Capital Corporation, as the lender. In connection with the closing
of the Credit Agreements and the subsequent repayment of our Environmental Facilities Revenue Bonds, we incurred a charge to
earnings of $0.8 million, net of tax, related to the write-off of a portlon of our deferred ﬁnancmg costs and debt discount during the
second quarter of 2005,

The following is a summary descrlptron of the material terms of the Credrt Agreements and, as such is not complete

- The aggregate credit commitments available under the Credit-Agreements total $225 million and include:

* - a$100 million revolving credit facility under the First Lien Credit Agreement, including subfacilities for:

o standby letters of credit in the aggregate principal amount of up to $3O 0 m11110n and

o  aswing-line feature-for up to $10 0 million for same day advances

« a $100 mllhon Term B loan under the First Lien Credrt Agreement (the “Term B Loan”), reducing by $250,000 per quarter
: begmnmg June 30, 2005; and

. a $25 million second lien term loan under the Second Lien Credit Agreement (the “Second Lien Term Loan™):

- WSI must make mandatory prepayments of outstanding indebtedness under the First Lien Credit Agreement in the amount of

(i) 100% of the net cash proceeds received from the sale of certain assets.that are not replacéd; :

(i) 50% of the net cash proceeds from the issuance of any subordinated debt to the extent that such proceeds exceed $30 mllhon
(the terms of which must be satisfactory to Wells Fargo and a majority of the lenders); . :

(ii1) 50% of the net cash proceeds from the sale of any common stock of WCA Waste to the extent that such proceeds exceed
$65 million;'and . :

(iv) 100% of the net cash proceeds from the sale of any preferred stock or other non-commaon stock equtty offering of WCA Waste.

These payments are applied, first, to amounts owing on the Term B loan in the inverse order of maturity. WSI must make
comparable paydowns on the Second Lien Credit Agreement after payment in full.of the First Lien Credit' Agreement.

»
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The revolving credlé loan under the First Lien Credit Agreement will mature on April 28, 2010 and the Term B Loan will mature .
on April 28, 2011 unless the commitments thereunder are terminated or prepald in full at an earliet date The Second Lien Credit
Agreement will mature on October 28, 201 1. K . .

WSI’s obligations under the Credit Agreements are secured by the capltal stock of our sub51d1arles and all tangible (including real
estate) and intangible assets belonging to us and our subsidiaries. The obligations are also guaranteed by certain material subsidiaries
of WCA Waste. Obligations under the Credit Agreements are recourse obligations and are subject te cancellation'and/or acceleration
upon the occurrence of certain events, including, among other things, a change of control (as defined in:the Credit Agreements),
nonpa'yment breaches iof representations, warranties and covenants (subject to cure periods in'certain instances), bankruptcy or
insolvency, defaults under other debt arrangements, fallure to pay cenaln Judgments and the oceurrence of events creatmg material
adverse effects. = a RN ' ‘

'Indebtedness under any base rate loans (as deﬁned in the First Lien Crédlt A greement) carries interest at the h1gher of (i) the
effective federal funds'rate (as'defined in'the First Lien Credit Agreement) plus 1/2 of 1% or (ii) the rate of interest from time to time
announced publicly by Wells Fargo, in San Francisco, California-as its prime rate, plus the applicable margin for base rate loans
(ranging from 0.75% to 2.00% depending on the leverage ratio). Indebtedness under any LIBOR loans (as defined in the First Lien -
Credit Agreement) carries interest at'a rate per year (rounded upwards, if necessary, to the nearest'1/100'6f1%) determined by the
administrative agent to be equal to the quotient of (a) LIBOR (as defined in the First Lien Credit Agreement) divided by (b) one minus
the reserve requirement (as defined in the First Lien Credit Agreement), plus the applicable margin for LIBOR loans (ranging from
1.75% to 3.00% dependlng on the leverage ratio). The commitment fee payable by WSI to the administrative agent for the benefit of
the lenders on the dally average unused amount of the aggregate revolving credit commitment under the Fi irst Lien Credit Agreement
ranges from 0.250% to 0.500% dependmg on WSI's leverage ratio.

The First Lien Credit Agreement contains numerous covenants with which WSI and the subsidiaries consolidated must comply,
including several financial covenants and ratios. These include a leverage test, a senior leverage test, a net worth requirement and an
adjusted EBIT test. The maximum leverage ratio (the ratio of funded debt to pro forma adjusted EBITDA) under the First Lien Credit
Agreement must be not more than 5.00 to 1.00 until March 31, 2007, and 4.75 to 1.00 or less thereafter. The maximum senior funded
debt leverage ratio under the First Lien Credit Agreement (the ratio of funded senior debt (all funded debt other than subordinated
debt) to pro forma adjusted EBITDA) must be 4.25 to 1.00 or less from the Closing Date through the quarter ending March 31, 2007,
decreasing in stages to a maximum of 3.25 to 1.00 or less for the quarter ending September 30, 2008 and for all quarters thereafter.

» The minimum net worth (as defined in the Eirst-Lien Credit Agreement) under the First Lien Credit Agreement is 85% of net worth on
June 30, 2004, plus. 50% of positive net income, plus 100% of the increase to net worth from the net cash proceeds from equity
offerings, in each case, since June 30, 2004. ‘

The adjusted EBIT debt service ratio is the ratio of (i) adjusted EBIT (as deﬁned in the Flrst L1en Cred1t Agreement) for the four
fiscal quarters ending lon such. date to (ii) (w) cash interest expense, plus (x) the current portion of capitalized leases for the following .
four fiscal quarters, plus (y) the current portion of principal payments of debt (as defined in the First Lien Credit Agreement)
(excluding payments under the revolving credit notes under the First Lien Credit Agreement), required to be paid for the followmg
four fiscal quarters plus (z) dividends paid by WSI to or for the benefit of WCA Waste to be used to pay the-debt of WCA Waste. The.
required minimum adjusted EBIT debt service ratio under the First Lien Credit Agreement starts at a minimum of 1.25 to 1.00 from
the Closing Date until the fiscal quarter ending September 30, 2007 and must be at least 1.50 to 1.00 at all times thereafter. The
leverage ratio is measured at the level of WCA Waste and all of its subsidiaries, while the senior debt leverage ratio, Adjusted EBIT
debt service ratio and all other financial ratios and tests are measured only from the level of WST and its subsidiaries and exclude
WCA Waste and other entities above WSIL.

Under the First Lien Credit Agreement, there is no limit for acqulsmon or expansion capital expenditures provided that the
leverage ratio remains below 3.75 to 1.00 and $10 million is available under the revolving credlt facility after the applicable
expendtiture. However if the leverage ratio exceeds 3.75 to 1. 00, thé amount of an

38




acquisition expenditure shall be limited to 20% of WCA Waste s net worth unless expendrtures above that amount are approved by a.
majority of the:lenders. : : S » o

The Second Lien Credit Agreement contams obl1gatrons covenants and restrlctrons srm1lar to the First Lren Cred1t Agreement and
the same are designed to work together, provided, the financial ratios and tests in the Second Lien Credit Agreement are slightly more
favorable to WSI, meaning that any violation of these tests or ratios would, in all probability, result i in a default under the First Lien.
Credit Agreement before a default occurs under the Second Lien Credit Agreement. .

Other covenants in the Credit Agreements limit our ability and certain of our subsrdrarres to, among other things: (i) create, incur,
assume or permit to exist certain liens; (i) make certain investments, loans and advances; (iii) enter into any sale-leaseback

transactions; (iv) materially change the nature of our business; (v) create, incur, assume or permit to exist certain leases; (vi) merge
into or with or consolidate with any other person; (vii) sell, lease or otherwise dispose of all or substantially all of our property or
assets; (viii) discount or sell any of our notes or accounts receivable; (ix) transact business with affiliates unless in the ordinary course
of business and on arm’s length basis; (x) make certain negative pledges; and (xi) amend, supplement or otherwrse modrfy the terms
of any debt or prepay, redeem or repurchase any subordinated debt.

Included in such covenants is a prohibition against the payment of cash d1V1dends by WSI to WCA Waste (or any mtermed1ary)
except for the limited purposes of debt repayment, meaning WCA Waste has very limited sources of cash. WCA Waste’s only source
of cash to pay dividends is distributions from its subsidiaries and, therefore, its ability to declare or pay future cash dividends on its
common stock would be subject to,.among other factors a relaxation of thisprohibition. As of December 31, 2005 we were in
compliance with all debt covenants. i :

Other Financing Sources . ‘ e :

Other sources of financing that we have used in connection wrth our acqu1s1tron program mclude issuing debt or equity to the
sellers. As of December 31, 2005, we had $7.4 million of seller notes outstanding of which $7.0 million is convertible into shares of
our comimon stock: During the year ended.December 31, 2005, in connectron wrth four-acquisition, we issued 1,474,694 shares of
common stock. - '

Contractual Obligations

As of December 31, 2005, we had the following contractual obl1gat1ons (in thousands). The contractual obligations do not include
interest payments on long-term debt due to the variable interest rates under. our credit facility and the varying amounts outstanding
under our credit facility during the year. The contractual interest rate for our credit facility is the LIBOR base rate plus a stipulated
margin, which alsg fluctuates based on our leverage ratio. For the year ended December 31, 2005, our cash paid-for interest expense

was $9.5 million. Please read note:7 to our consolrdated financial statements for balances and terms of our credlt fac1l1ty at December
3l 2005. l

Payments Due By Period "
Less ; ' More
- Than1l - o S ' ‘ . Than5
Contractual Obligations - - o Lo b Total: - ' . Year 13 Years - 4-5 Years Years
Long-term debt principal amount ‘ :
outstanding (1) o § 176,603 % 1910 - $.2760 S 47518 $§ 124415
Closure and post-closure costs.(2) - © . 101,812 . - 28 . . 101,526
Operating lease D ‘ 4,303 687 802 - 755 2,059
Note payable - . 3 73 Le— — ' —
Total ‘ ’ © % 282791  .§ 2956  '$ 3562 $ 48273 $° 228,000

(1) Related interest oblrgatlons have been excluded from this maturity schedule.

(2) The closure and post-closure.costs amounts included reflect the amounts recorded in our consolidated balance sheet as of
. December 31, 2005, without the impact of discounting and inflation. We believe the amount and t1m1ng of these activities are
reasonably estrmable The cost in current dollars is inflated (2. 5% at December
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31, 2005) unt1l the expected time of payment, and then discountedto present value (8.5% at December 31, 2005). Accretion expense
is then applied to the closure and post-closure liability based on the effective interest method and is included in cost of services. Our
recorded closure and post- closure llab111t1es will increase as we contmue to place add1t10nal volumes within the permitted airspace at
our landfills. ‘ : s

Other Commitments o : ‘

Asof December 31, 2005 we had the followmg other commitments (in thousands)

. ' R ‘ ] CommltmentExplranon By Period

: N - Less . . ' ‘ More
} ’ Than 1‘_ | - | Than 5
Other Commitments | ' . Total o Year ] 13 Years B 45 Years ~ Years
Financial surety bonds(l) . § 32822 ~~ § 3282  § — 8 — 8§ —
Standby letters of credit(2) - .7 8183 - . 8ISy = = —
Total o ‘ A 3 40975 $ 40,975 5y — .5 - § —

(1) Weuse ﬁnanCIal surety bonds for landfill. closure and post-closure financial assurance required under certain environmental
regulations and may use other mechanisms including insurance, letters of credit and restricted cash deposits. We have
experienced less availability of surety bonds for landfill closure and post-closure requirements and increased costs including the
direct fees. assoc1ated with the bonds, increased levels of standby letters of credit or personal guarantees provided to the surety -
bond underwriters. Our commitments for financial surety bonds are not recorded"in our financial statements. Our surety bonds
relate to closuré and post-closure obligations relating to our landfills and would not create debt unless and until we closed'such -
landfills and Were unable to satisfy closure and post-closure obligations.

(2) We provide standby letters of credit to the surety bond underwriters as discussed in note (1) above. As of December 31 2005
$4.7.million had been provided to the surety bond underwriters.. We also provide standby letters of credit and restricted .cash .
deposits to our insurance underwriters for the’ self insured _portion of outstanding claims. As of December 31, 2005, we had -
provided $3.5 million in standby letters of credit. In January 2006, a total of $1.0 million was cancelled, leavmg $2.5 million
outstanding. Qur commitments for.standby letters of credit are not recorded, in our financial statements. The standby letters of
credit relate to thé portion of ¢laims covered by insurance policies as to which we had retained responsibility and would not
create debt unless we were unable to satisfy such claims from our operating income. However, we currently satisfy such claims
from our cash flows from operations.

If our current surety bond underwriters are unwilling to renew existing bonds upon expiration, or are unwilling to issue additional
bonds as needed, or if we are unable to obtain surety bonds through new underwriters as such needs arise, we would need to arrange
other means of ﬁnanc1a1 assurance, such as restricted cash deposits or a letter of credxt While such alternate assurance has been
available, it may result/in additional expense or capital outlays. '

We accrue claims related to our self-insurance programs based on claims filed, estimated open claims and clanms incurred but not
reported based on actuarial-based loss development factors.-As of December 31; 2005, we had accrued $1.5 million for these claims.
If we experience insurance claims or costs above or below our limited history, our estimates could be materially affected.

Cash Flows |

The following is a summary of our cash balances and cash ﬂows for the years ended December 31, 2005, 2004 and 2003 (m \

thousands)

- Years Ended December 31,

2005 o 2004 . 2003

Cash and cash equlvalents at the end of the perlod 8. 678 8 272 $ 105
Cash provided by operatmg activities R s 21,819 - $ 13,471 8 14,298
Cash used in investing activities e COs(111 381 $(45,963) $ (3,640)
Cash provided by (used in) ﬁnancmg activities $ 89,968 . $ 32,659 $(10,553)
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Cash provided by operating activities for the years ended December 31, 2005, 2004 and 2003 was $21.8 million, $13.5 million and
$14.3 million, respectively. The increase in cash flows from operating activities is primarily due to the change from net loss of
$4.4 million during the year ended December 31, 2004 to net income of $3.5 million during the year ended December 31, 2005 and -
the non-cash charges included in those results. _

Cash used in investing activities consist primarily of cash used for capital expenditures and the acquisition of businesses. Cash used
for capital expenditures, including acquisitions, was $111.6 million, $45.9 million and $13,7 million for the years ended December 31,
2005, 2004 and 2003, respectively. Acquisitions of businesses in 2005 accounted for $62.3 million of the increase over 2004. During
2003, we received $9.8 million in proceeds from the sale of discontinued operations. We expect capital expenditures related to our
existing operations for 2006 to be approximately 12% of our revenue. These expenditures include the cost of vehicles, heavy -
equipment, containers, landfill cell development and certain systems and program improvements. Furthermore, in connection with the
execution of our acquisition strategy, we expect to make substantial capital expenditures.‘Because of their nature, we cannot
accurately predict the amount and timing of these acquisition expenditures. We believe that we will have the necessary financial
sources available to fund our capital expenditures and our acquisition program. These ‘sources include the use of borrowings under our
existing credit facility, seller notes, and the issuance of new debt or equity.

Cash provided by (used in) financing activities during the years ended December 31, 2005, 2004 and 2003 was $9O O mllhon ;
$32.7 million and $(10.6) million, respectlvely Cash provided by financing activities during the years ‘énded December 31, 2005, ,
2004 and 2003 1ncludes borrowmgs under our credit facilities, repayments of debt and financing costs associated with amendments to
our credit fac1hty in all periods, and distributions to our former parent in prior perlods Proceeds from financing include the net
proceeds from the use of our credit facilities and seller notes. The increase in net cash from investing activities in 2005 as compared to
that in 2004 reflects the amounts borrowed related to our ongoing acquisition program. The i increase in 2004 as compared to that in
2003 reﬂects the. jmpact of proceeds of our initial public offering in June which was ysed.to repay outstandmg borrowings.

Critical Accounting Policies

We believe the following critical accountmg pohcles affect our more s1gn1ﬁcant Judgments and estlmates used in the preparatlon of
our consolidated. financial statements.

Landf ill Accounting

Capitalized Landfill Costs. _

As of December 31, 2005, we owned 7 MSW landﬁlls and 12. C&D landfills. One MSW landfill and ¢ one C&D landfill are fully
permitted but not constructed and have not yet commenced operations.

Capltallzed landfill costs include expendltures for the acquisition of land and alrspace, engmeermg and permlttmg costs cell
construction costs and direct site improvement costs. As of December 31, 2005, no capitalized interest had been included in
capitalized landfill costs. However, in the future interest could be capitalized on landfill construction projects but only during the
period the assets are undergomg activities to ready them for thelr intended use. Cap1tahzed landfill costs are amortized ratably using
the unlts-of- production method over the estimated useful life of the site as airspace of the landfill is consumed Landfill amortization
rates are determined periodically (not less than annually) based on aer1a1 and ground surveys and other dens1ty measures and estimates
made by our internal and/or third-party engineers.

. Total available airspace includes the total of estimated permitted airspace plus an estimate of probable ¢xpansion airspace that we
believe is likely to be permitted. Where we believe permit expansions are probable, the expansion airspace, and the projected costs
related to developing the expansion airspace are included in the

R
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airspace amortization rate calculation. The crlterla we use to determine if perm1t expatsion is probable 1nclude but, are not limited to,

whether:

we believe that the prolect has fatal ﬂaws

the land is owned or controlled by us, or under option agreement;

Cwe have comm1tted to the expans1on

financial analysrs has been completed and the results mdrcate that the expansron has the prospect ofa posmve financial and
operational rmpact .
personnel are actively working to obtain land use, local, and state approvals for an expansion loyf an existing landfill;

we believe the permrt is hkely to be reeerved and

we believe that the timeframe to complete the permlttmg is reasonable

We may be unsuccéssful in obtaining expansion permits for airspace that has been’ considered probable. If unsuccessful in
obtaining these permrts the’ prevrously capitalized costs will be’ charged to expense As of December 31, 2005, we have included
86 million cubic yards,of expansion airspace with estimated development costs of approximately $65 3 million in our calculation of
the rates used for the amortization of landfill costs.

Closure and Past—C/osure Obligations o
We have material financial commitments for the costs associated with our future obligations for final closure, which is the closure

of the landfill, the capping of the final uncapped areas of a landfill and post-closure maintenance of those facilities, which is generally
expected to be for a period of up to 30 years for MSW facilities and up to five years for C&D facilities.

On January 1, 2003, we adopted SFAS No. 143, “Accounting for Asset Retirement Obligations” (SFAS No. 143), which provrdes
standards for aecountmg for obligations associated with the retirement of long-lived assets and the associated asset retirement costs. "
Generally, the requirements for recording closure and post-closure obligations under SFAS No. 143 are as follows:

Landfill closure and post-closure liabilities are calculated by estlmatmg the total obligation in current dollars. Cost estimates
equate the costs of third parties performing the work. Any portion of the estimates whrch are based on activities being
performed mternally are increased to reflect a profit margin a third party would receive to perform the same activity. This
profit margin; wrll be taken to income once the work is performed mtemally ’

L

The total oblrganon is catried at the net present value of future cash flows, which'is-calculated by inflating the oblrgatron
based upon the expected date of the expendrture using an inflation rate and discounting the inflated total to its present value
using a drscount rate. The discount rate represents our credit- adjusted risk-free rate. The resulting closure and post- closure

" obligation is recorded as an increase in this liability as airspace is consumed.

Accretion expense is calculated based on the discount rate and is charged to cost of services and increases the related closure
and post-closure obligation, This expense will generally be less durmg@ the early portron of a landfill’s operatmg life and
increase thereafter
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Allocation of Acquisition Purchase Price
A summary of our accounting policies for acquisitions is as follows:

*  Acquisition purchase price is allocated to identified tangible and ~:ngible assetsl 1””"‘{ "rgd and hab_ﬂities assumed based on
their estimated fair values at the dates of acquisitiz= 41 Iesidual amounts all0Cated to goodwill. We accrue the payment

of contingent purchase price if the event surrounding the contingency are deemed probable.

v We often consummate single acquisitions that include a combination of collection operations and landfill, For each separately

identified collection operation and landfill acquired in a single acquisition, we perform an initial allocation of total purchase

price to the identified collection operations and landfills based on their relative fair values. Following this i< allocation of

total purchase price to the identified collection operations and landfills, we further allocate the identified Intangible assets and
tangible assets acquired and liabilities assumed for each collection operation =%, wﬂ;m“ based on their Estimated fair values -
“at the dates of acquisition, with any residual amounts allocated to == 8 or andﬁll Site costs, as diser~- """
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Recently Adopted Accounting Pronouncements o ‘
In December 2004, the Financial Accounting Standards Board issued Statemept Omean . l
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The following table sets forth the rates we used for the amortization of landfill costs and the accrual of closure and post-closure
costs for 2005, 2004 and-2003:

) DR — - 2 2004 2003

Number of landfills owned S 15 , 14 13
Landfill depletion and amortization expense (m thousands) - % 6956 $ 4,290 $ 4,066
Accretion expense (in thousands) , 139 257 207
Closure and post-closure expense (in thousands) - - o - — —
S | 7,115 4,547 4,273

Adirspace consumed (in thousands of cubic yards) ‘ ) _ 3,854 ‘ 2,623 2,301

Depletion, amortization, accretion, closure and post-closure expense per
cubic yard of airspace consumed $ 185 ¥ 173 $ 186

The impact of changes determined to be changes in estlmates based on an annual update, is accounted for on a prospective basis.
Our ultimate liability for such costs may increase in the future as a result of changes in estimates, legislation, or regulations.

Goodwill

Goodwill and intangible assets acquired in a busmess combmatlon accounted for as a purchase and determined to have an
indefinite useful life are not amortized, but instead tested for impairment at least annually. Intangible assets with estimable useful lives
are amortized over their respective estimated useful lives to their residual values, and reviewed for impairment. As of December 31,
2005, our goodwill balance was $72.5 million.

Impairment of Long-Lived Assets ‘

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of
an asset to estimated undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds

its estimated future cash flows, an impairment charge is recognized by the amount by which the carrying amount of the asset exceeds
the fair value of the asset, .

Allocation of Acquisition Purchase Price

A summary of our accounting policies for acquisitions is as follows:

*  Acquisition purchase price is allocated to identified tangible and 1ntang1ble assets acqulred and 11ab1ht1es assumed based on
their estimated fair values at the dates of acquisition, with any residual amounts allocated to goodwill. We accrue the payment
of contingent purchase price if the events surrounding the contingency are deemed probable.

e We often consummate single acquisitions that include a combination of collection operations and landfills. For each separately
identified collection operation and landfill acquired in a single acquisition, we perform an initial allocation of total purchase
price to the identified collection operations and landfills based on their relative fair values. Following this initial allocation of
total purchase prlce to the identified collection operations and landfills, we further allocate the identified intangible assets and

at the dates of acquisition, with any residual amounts allocated to‘elther goodwill or landfill site costs, as discussed above.
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Recently Adopted Accountmg Pronouncements T C '

In December 2004, the Financial Accounting Standards Board 1ssued Statement of F1nanc1al Accounting Standards No. 123
(revised 2004), “Share-Based Payment” (SFAS No. 123(R)), which revises Statement of Financial Accounting Standards No. 123
“Accounting for Stock-Based Compensation” (SFAS No. 123) and supersedes APB Opinion No. 25 “Accounting for Stock Issued to
Employees”. In general, SFAS No. 123(R) does not change the approach described in SFAS No. 123. However, SFAS No. 123(R)
requires all share-based awards to employees to be recognized as compensation expense based on the fair value of the award at the
date of grant. As such, the intrinsic value method permitted by SFAS No. 123 is no longer an alternative.

SFAS No. 123(R) must be adopted in the first interim or annual reporting period beginning January 1, 2006, althoagh early
adoption in periods in which financial statements or interim reports have not been issued is encouraged. SFAS No. 123(R) allows
companies to adopt its provisions using one of the followmg two transition methods:

(1) The modlﬁed prospective method, which requires recognition of compensation expense using SFAS No. 123(R) for all share-
- based awards granted after the effective date and recognition of compensation expense using SFAS No. 123 for all prev1ous1y
granted share-based awards that remain unvested at the effectlve date.

(i) The modified retrospective method, which includes the requirements of the modified prospective method, but also permits
companies to restate prior periods on a basis consistent with the pro.forma disclosures required by SFAS No. 123. The
modified retrospectlve method may be apphed to all pr10r periods presented or prev1ous]y reported interim periods of the year
of adoption. Do 3

We will adopt SFAS No. 123(R) using the modlﬁed prospectwe method. The adoption of this new accounting pronouncement will
have no effect on cash and is not expected to materially impact our overall financial position. Our results of operations have not
included recogmtmn of compensation expense for employee stock options because we currently account for share-based awards to
employees using APB No. 25’ intrinsic value method. The adoption of SFAS No. 123(R) will have no immediate impact on our
operating income because there are no unvested stock options outstanding as of the effective date of the adoption. Should we issue
options'as part of our share-based awards in the future it would have an 1mpact on our operatmg results though such impact cannot be
predicted at this time. i
Cautionary Statement About Forward- Lookmg Statements ’ : ,

Some of the statements contained in this report are forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. From time to time, our public filings, press releases and other
communications (such as conference calls and presentations) will contain forward-looking statements. These forward-looking
statements can generally be identified as such because the context of the statement will include-words such as “may”, “will”, “should”,
“outlook”, “project”,‘“forecast” “intend”, “se€k”, “plan”, “believe”, “ant1c1pate” “expect”, “estimate”, “potential”, “continue”, or
“opportunity”, the negatives of these words, or similar words or expressions. Similarly, statements that describe our future plans,
objectives or goals ‘afe also forward-looking statements. This is true of our description of our acquisition strategy for example. It is
also true of our “run rate” definitions which are estlmates based upon a mixture of historical and projected results. '

We caution that forward-looking statements are not guarantees and are subject to known and unknown risks and uncertainties.
Since our busmess operations and strategies are subject to a number of I‘ISkS uncertamtles and other factors, actual results may differ
materially from those described in the forward-looking statements. :

Thus, for example, our future financial performancé will depend s1gn1ﬁcantly on our ability to execute our acquisition strategy,
which will be §itbject to many risks and uncertainties including (but not limited o) the following:
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we may. be unable to identify, complete or integrate future acquisitions successfully;

we compete for acquisition candidates with other purchasers somie of whlch have greater financial resources and may be able
to offer more favorable terms; : ‘

'

revenue and other synergies from acquisitions may not be fully realized or may take longer to realize than expected;

we may not be able to improve internalization rates by d1rect1ng waste volumes from acqulred busmesses to our landﬁlls for
regulatory, business or other reasons; ~ ‘ ‘

businesses that we acquire may have unknown liabilities and require unforeseen capital expenditures;

changes or disruptions associated with making acqulsmons may ‘make it more difficult to maintain relatlonshlps with
customers of the acquired businesses;

in connection with financing acqu151t1ons, we may incur additional indebfedness; or may issue additional shares of our
common stock which would dilute the ownership percentage‘of existing_ stockholders; and

rapid growth may strain our management, operatlonal financial and other resources.

Our business is also subject to a number of operational risks and uncertainties that could cause our actual results of operations, or
our financial condition, to differ from any forward-looking statements. These inclide, but are not limited to, the following:

we may not be able to obtain or maintain the permits necessary for operatlon and expansion of our existing landfills or
landfills that we mlght acqurre or develop; : .

our costs may increase for, or we may be unable to provide, necessary financial assurances to governmental agencies under
applicable environmental regulations relating to our landfills;

governmental regulations may require increased capital expenditures or otherwise affect our business;

our business is capital intensive, requiring ongoing cash outlays that may strain or consume our available capital and we may
not always have access to the additional capital that we require to execute our growth strategy;

possible changes in our estimates of site remediation requirements, final cappmg, closure and post-closure obligations,
compliance, regulatory developments and insurance costs;

the effect of limitations or bans on disposal or transportation of out-of-state waste or certain categories of waste;
increases in the costs of disposal, labor and fuel could reduce operating margins;
increases in costs of insurance or failure to maintain full coverage could reduce operating income;

we are subject to environmental and safety laws, which restrict our operations and increase our costs, and may impose
significant unforeseen liabilities;
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s  we compete with large companies and municipalities with greater financial and operational resources, and we also compete
wrth altematrves to landfill drsposal

' K
i

*  covenants in our credit facrhtles and the instruments governing our other mdebtedness may hmlt our' abrlrty to grow our
business and make capital expendltures,

i

. changes in mterest rates may affect our results of operatlons

s adowntum in U. S economic condmons or the economic condmons in our markets ‘may have an’ adverse impact on our
busmess and results of operatrons

ey "
‘o

. farlure to achieve and maintain effectlve mtemal controls in accordance Wlth Sectlon 404 of the Sarbanes Oxley Act could
have a material adwerse effect on our business and stock price; and

s oursuccess depends on key members of our senior management the loss of any of whom eould drsrupt our customer and
business relationships and our operatrons
We describe these and other risks in greater detail in the sectron entitled “Business—Risk Factors” mcluded elsewhere in this
report. We refer you torthat section for additional information.
The forward-looking statements included in this report are only made as of the date of thrs report and we undertake no obligation to

publicly update forward- lookmg statements to reﬂect subsequent events or crrcumstances

RN - 46




Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

In the normal course of business, we are exposed to market risk including changes in interest rates. We use interest rate swap
agreements to manage a portion of ourrisks related to interest rates. Effective November 1, 2005, we entered into an interest rate swap
agreement whereby we exchanged $150 million of ﬂoatmg rate-debt for five- year fixed-rate debt. We did'not enter into the interest
rate swap agreements for trading purposes. ! : ' ‘

After giving effect to the swap, as of December 31 2005 we had debt outstandmg that bears 1nterest at vanable or ﬂoatmg rates of
approximately $12.0 million as compared to-approximately $69.4.million as of December 31, 2004. We are primarily affected by
changes in LIBOR rates. Please read ‘“Business—Risk Factors—Risks Relating To Qur Business—Changes in interest rates may
affect our profitability.” After giving effect to.our interest rate swap agreement, if interest rates were to change by 100 basis points, or

1%, this would result in a corresponding change of $0.1 million in annual interest charges. The table below provides scheduled

principal payments and fair value mformat1on about our market-risk sensitive financial instruments as of December 31, 2005 (dollars
* in thousands):

} . Expected Maturity Datés .
2006 ) 2007 . . 2008 2009 ) 2010 Thereafter Total (a)

Debt: : :
Term B Loan © $1,000 $1,000 - $1,000 $1,000  $-1,000 $94,250 $99,250
Average . s T - o
interest - .
“rate(b)
Revolving Credit ‘ ‘
Loans $ — $ — $ — $ — $37,723 $  — $37,723
Average

interest
rate (b)

b

Second Lien Credit .
Agreement 8 — $ — 58 — $§ — 5§ — $25,000 $25,000
Average
interest
rate (c)
Environmental
Facilities
Revenue ‘ a
Bonds $ 220 $ 240 -§ 260 $ 285 $ 310 - § 5,165 $ 6,480
Average ‘
interest
. rate (d) , . L . L
Other borrowings ~ § 690 ~ § 204  § S6  $3,000 - § 4,200 $ — $ 8,150
Average . :
interest 63% 0 67%  62% . 5.0% 79% — L 6.6%
Note payable 8 38 - 8 — 5 — 5 — § - $ 73
Average

interest 4.9% — — — _ — 4.99,

(a) The total amounts of our market-risk sensitive financial instruments are equal to the fair value of such instruments.

(b) Borrowings under the Term B Loan and the Revolving Credit Loans bear interest at a floating rate, at our option, of either (i) the
base rate loans plus the applicable margin or (ii) the LIBOR loans plus the applicable margin. The base rate is equal to the higher
of the federal funds rate plus 1/2 of 1% or the prime rate. The applicable margin to base rate loans ranges from 0.75% to 2.00%,
and the applicable margin to LIBOR loans ranges from 1.75% to 3.00%, depending in each case, on the leverage ratio, which is
generally defined as the ratio of funded debt to EBITDA, as of the most recent determination date, which is generally at the end

of each quarter. As of December 31, 2005 the weighted average interest rate in effect for the Term B Loan and the Revolvmg
Credit Loans was 7.72%.

(c) Borrowings under the Second Lien Credit Agreement bear interest at a floating rate, at our option, of either (i) the base rate loans
plus the applicable margin or (ii) the LIBOR loans plus the applicable margin. The base rate is equal to the higher of the federal
funds rate plus 1/2 of 1% or the prime rate. The applicable margin on all loans is 6%. As of December 31, 2005, the interest rate
in effect for the Second Lien Credit Agreement was 10.72%.

(d) Borrowings under the Environmental Facilities Revenue Bonds bear interest at 8.50% to 9.00%. As of December 31, 2005, the
weighted average interest rate in effect for the Environmental Facilities Revenue Bonds was 8.94%.
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Ttem 8. F1nanc1al Statements and Supplementary Data. .

Management’s Report on Internal Control over Fmancnal Reporting
Our management is respon51ble for establishing and: malntalmng adequate internal control over financial reporting, as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with the participation of our management, including our
Chief Executive Ofﬁcer and Chief Financial Officer, we conducted an evaluation to assess the effectiveness of our internal control
over financial reportlng ‘as of December 31, 2005 based on the framework in Internal Control—Inte grated Framework issued by the
Committee of Sponsormg Organizations of the Treadway Commission (COSO). Based on this assessment, our management
concluded that our internal control over financial reporting was effective as of December 31, 2005.
There are inherent limitations in the effectiveness of any system of internal controls over financial reporting. Therefore, internal
control over financial reporting determined to be effective can provide only reasonable assurance with respect to financial statement

"preparation and may not prevent or detect all misstatements. Further, because of changes in conditions, the effectiveness of internal

control over financial reporting may vary over time.
Our evaluation did not include evaluating the effectiveness of internal control over financial reporting relating to certain landfills and
collection operations in Missouri, Florida and North Carolina during 2005 (the 2005 Acquisitions). Total assets and revenues for the
2005 Acquisitions represent approx1mately $120 million and $15 mllhon respectively, of the related consohdated financial statement
amounts as of and for the year ended December 31, 2005.
Management’s assessment of the effectiveness of our internal control over financial reporting as of December 31, 2005 has been
audited by KPMG LLP, an independent registered public accounting firm, as stated in their report which is included herein.
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Report of Independent Registered Public Accounting Firm

The Board of Directors

WCA Waste Corporation (formerly WCA Waste Systems, Inc.):

We have audited the accompanying consolidated balance sheets of WCA Waste Corporation (formerly WCA Waste Systems Inc.)
(the Company) and subsidiaries as of December 31, 2005 and 2004 and the related consolidated statements of operations,
stockholders’ equity, comprehensive income and cash flows for each of the years in the three-yéar period ended December 31, 2005
These consolidated financial statements are the responsibility of the Company’s management Our responsibility is to express an
opinion on thesé consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States) Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
WCA Waste Corporation (formerly WCA Waste Systems, Inc.) and subsidiaries as of December 31, 2005 and 2004 and the results of
their operations and their cash flows for each of the years in the three-year period ended December 31, 2005 in conformity with U.S.
generally accepted accounting principles. ,

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
effectiveness of the Company’s internal control over financial reporting as of December 31, 2005, based on criteria established in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the
COSO criteria), and our report dated March 15, 2006 expressed an unqualified opinion on management’s assessment of and the
effective operation of, internal control over financial reporting.

As discussed in note 1 to the consolidated financial statements, effective January 1, 2003, the Company adopted the provisions of
SFAS No. 143, “ Accounting for Asset Retirement Obligations 7. :
/s/ KPMG LLP
Houston, Texas

March 15, 2006
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5 Report of Independent Registered Public Accounting Firm
The Board of Directors
WCA Waste Corporation (formerly WCA Waste Systems, Inc.):

We have audited management s assessment, included in the accompanying Management’s Report on Internal Control Over Financial

Reporting, that WCA Waste Corporation (formerly WCA Waste Systems, Inc.) (the Company) and subsidiaries maintained effective
internal control over fi n5n01al reporting-as of December 31, 2005, based on criteria established in Internal Control — Integrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal ‘control over financial reporting. Our responsibility is to express an opinion on management’s assessment and
an opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit. -

‘We conducted our audit'in accordance with the standards of the Public:Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to-obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Qur audit included obtaining ‘an understanding of internal control over
financial reporting, evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal -
control, and performing such other procedures as we con51dered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. - : o ‘ .

A company’s internal control over financial reportmg is a process de31gned to prov1de reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the

maintenance ofrecords that in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide réasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that-could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, management’s assessment that WCA Waste Corporation (formerly WCA Waste Systems, Inc.) and subsidiaries
maintained effective mternal control over financial reporting as of December 31, 2003, is fairly stated, in all material respects, based
on the COSO criteria. Also, in our opinion, WCA Waste Corporation (formerly WCA Waste Systems, Inc.) and subsidiaries
maintained, in all matenal respects, effective internal control over financial reporting as of December 31, 2005, based on the COSO
criteria.

WCA Waste Corporat1on (formerly WCA Waste Systems, Inc.) acquired certain landfills and collection operations in Missouri,
Florida and North Carolina during 2005 (the 2005 Acquisitions). Management excluded from its assessment of the effectiveness of
WCA Waste Corporation’s (formerly WCA Waste Systems, Inc.) internal control over financial reporting as of December 31, 2003,
the 2005 Acquisitions’ internal control over financial reporting associated with total assets of $120 million and tota] revenues of
$15 million included in the consolidated financial statements of the Company as of and for the year ended December 31, 2005. Our
audit of internal control over financial reporting of the Company also excluded an evaluation of internal control over financial
reporting of the 2005 Acquisitions
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
financial position of WCA Waste Corporation (formerly WCA Waste Systems, Inc.) and subsidiaries as of December 31, 2005 and
2004 and the results of their operations and their cash flows for each of the years in the three-year period ended December 31, 2005
and our report dated March 15, 2006 expressed an unqualified opinion thereon.

/s/ KPMG LLP
Houston, Texas
March 15, 2006
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c ORATION AND SUBSIDIARIES
MSTE VCA WASTE SYSTEMS, INC,)

s \daied Balance Sheets

5, except per SHAIC data)
Ul'l th() ar December 31,
— s
-
;uset/s - ST . s
»Current assets: ,‘ g 678 272
CCmhags . | o g
Resmcted cash - 16,127 9,029
ACCDUMS receivable. net of allawnmos for doubtful accounts of $1,190 and $575 ’ 63 —
Deferred tax assets 4.808
Prepaid expenses and other 4728 - ——
22,566 14,119
Total current assets
Feripery wnd squipment, net S 186,299 90,521
Goodwill, net 72,455 47,510
T T ) 5,041 3,01
Intangible assets net N o : o 3374 2 822
Deferred financing costo, net ' ) ) 9 »Q&T
Restricted cash — debt service reserve fund - o 675 . —
Deferred tax assets o B . 2,557
Other assets o o o L8 — 3:218
Total assets 5 291,538 163,767
Llabﬂltfe, s ocvﬂ‘no‘uers, Equlty
Current habmtles ‘ ‘ .
-~ Accounts payable o " N e 6,081
~ Accrued liabilities and other ] T ‘ 7228665 3,556
‘Accrued closure and post-closure habxlmes - s i~ 5 3331
Note payable ‘ ' o 1’
Current maturities of long-term debt — [ _____,_129_1._ o _____,422
Total current liabilities 15,818 15,600
v vt »__v._.__,_..,‘ . U ,. o e e u,;.,v ' e R R N - T 174’352
Long-term debt, less current maturities and discount T e 11 713&
fittorest rate swap s e - . - [ —
Accrued closure and post-closure liabilities 3,332 1,780
Deferred tax 11abzlmes i 5,618 —
Total liabilities 199,831 89,194
Commitments and contingencies
Stockholders’ equity:_ 7 A SN
Common stock, $0.01 par value per share. Authorized 50 000 shores issued and
outstanding 16,532 shares and 14 853 shares : 165 : 149
P : : S 86,930 _ 72,849
~ Additional paxd-m capital e ) 3 57
Retained earnings - - 3 304 . 4 ‘
Accumulated otfer comprehenswe loss o D o (431) —-
Total stockholders equity e _TOT — 74573
 Total liabilities and stockholders’ equity T § 291,538 , 163,767

See accompanying notes to consolidated financia! stements.

51




WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, [N C)
Consolidated Statements of Opgyay; tions

(in thousands, except per Shﬂr 9 da )

Yenrs Ende

Revenue

Expenses: -
Cost of services
Depreciation and amortization ' ‘ 7on T 50,3870
General and _administrative: T T v 4795 T

Stock-based compensatlon

Othéf geﬂel‘a and Admu:n>trat1ve\ S . — o ‘ ___—.7~;§OZ —% -

‘Operating income (loss)

Other income (expense); .
Interest expense, net o (10366) 7 o [‘q' O{ggg
Write-off of deferred f‘ nancmg costs and debt discount ) (1,308) UL

Other income. net o zy¢

KT

Income (loss) from continuing operaHOHS before income taxes R .
‘and cumulative effect of change in accounting principle - s s (6,840)

lncome tax @rowsmn) benef t o o ,__(2-_2;13) il (]755” i
3,468 (4.364) 2,00

fncome (Joss) from contmumg perauons before cumulatwe .
etfect of change in accounting prmmplew S e

Loss from discontinued Operatlons, net of tax e ““ ) (]56)
Gain on disposal of discontinued operations, netofrax ~ o o i T = ’149
Income (loss) before cumulative effect of change in accounting ' ' :
3 . .
e 3.468 R 1) B 1 b
Cumulatwe effect of change in accounnng prmmple net of tax _ - ' \'\: ’ 2,324
Net income (loss) $ 3468 (3363, 5 o
- o e Rl
Eammlgﬁswpmer share*basnc and diluted: =~ T TR T
Income (loss) from continuing operatlons before cumulative effect of S
change in accounting principle § 0.22 : (032 03}
P . e e,

.. Loss from discontinued operations, net of tax :
Gam on dxsposal of discontinued operatlonS, netoftax

" Income (loss) before cumulative effect of change in accountmg

[ U
RRTE LU

0.22 .
principle, netoftax e
Cumulative effect of change in accountmg pr1n01p1e, net of tax _ — 0 29
. Net income (loss) - B . ) 0.22 —
Weighted average shares outstandmg — bas1c L 15 5 79 \X U[/[]
Weighted average shares outstandmg — diluted _ ==‘;§ﬂ ' IR 5.~ “’

See accompanying notes to consolidated ﬁnanc1al staternents. o Lo




WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Consolidated Balance Sheets
(in thousands, except per share data)

December 31,

S - e S i St a1 A b 1 i i i o i e o - 2005 2004
Assets ) B
Current assets e e e -
) Cash and cash equlvalents 5678
 Restricted cash -/ -
~Accounts recewable net of allowance for doubtful accounts of $l l90 and $57S S 16 l27, 9,039 |
. Deferred tax assets e e ce o - i e i e 4 s 763 PN P n .
- wPrepald expenses and other o - 4,728 4,808
Total current assets 22,566 14,119
Property and equipment, net 186,299 90,521
Goodwill, net o . mass 41510
Intanglble assets net ) N - 5,041 ~ 3,019
Deferred financing costs, net L 3,374 2,823
Restrlcted cash — debt service reserve fond - B 675 S —
Deferred tax assets — 2,557
Other assets B ) - B 1,128 3218

Total assets

Llabrlmes and Stockholders’ Equlty
Current liabilities:

~Accounts payable ) - - “$ o 6,284’ “ h6,08l
~ Accrued liabilities and other o o B i o T265 5,556
~ Accrued closure and post-closure liabilities . _.286 . 443
~ Note payable _ 73 12,091
" Current maturmes of long term debt B 1,910 1,429
~Total current liabilities 15,818 15,600
Long term debt less cu;rrent maturmes and dlscount 174352 71,8 4
Interest rate swap o ~ o 711 =
, Accrued closure and post—closure lrabllmes 3,332 1,780
Deferred tax liabilities 5,618 = —
~ Total liabilities ) S 199831 89,194
Commitments and contingencies
Stockholders equity: - R L
Common stock, $0 o1 par value per share. Authorlzed 50 000 shares; issued and
. outstanding 16,532 shares and 14,853 shares ~ 165 L 149
. Additional paid-in capital . R 86930 72,849
_ Retained earnings R - e 5043 1,575,
. Accumulated other comprehenswe loss - - 43 -_
Total stockholders equlty 91,707 74,573
_Total habllmes and stockholders equ1ty e _“$_§l£§§_ k 163,767

See accompanymg notes to consolidated financial statements
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Consolidated Statements of Operations
(in thousands, except per share data)

T . o Years Ended December 31,

L et e e e 2005 . 2004 2003
Revenue , o % 114143 73,461 64,226
Expenses: S e . '
Cost of services o S o 13933 - 50,387 41,666
Depreciation and amortization , o 14,795 8,828 7,812
General and administrative: ‘
Stock-based compensation 509 11 532 1,220
Other general and admmlstrative N _ﬁ o ;_ ) m :_ 7,802 4751 3,922
R 27,039 __75.498 54,620
Operating income (loss) . ... ___ 17104 @037 9606
Other income (expense): o S N o _
Interest expense, net o C(10366) (4453) (5,220)
Write-off of deferred ﬁnancmg costs and debt dlscount A (1308 (618 =

Other income, net 286 268 28
: _(11,388) (4,803) ' (5,192)

Income (loss) from continuing operations before income taxes

- and cumulative effect of change in accounting principle o ST (6,840) - 4414
Income tax (prov1smn) benefit (2,248) 2476 o (1,753)
‘ Income (loss) from contmumg operatmns ‘before cumulative oL
effect of change in accounting principle 3,468 o (4364) 2,661
Loss from discontinued operations, netoftax  ~~ — . —_ . (156)
Gain on disposal of dxscontmued operations, net oftax o — - . 249
Income (loss) before cumulative effect of change in aCCOun‘nng ‘ o ‘
~ principle . - 3468 (4.364) 2,754
Cumulative effect of change m aceountmg prm(:lp]e net of tax — — 2,324
Net income (loss) : $ 3468 (4,364 5,078

Earnings per share — basic and diluted ,
Income (loss) from continuing operatlons before cumulatlve effect of

~ change in accounting principle 5 022 i '(0.38), o 0.33
Loss from discontinued operations, net of tax o — -— . (0.02)
- Gain on disposal of discontinued operations, netof tax o — - 0.03
Income (loss) before cumulative effect of change in accountmg L :
~ principle,netoftax 022 . (038) 034
Cumulative effect of change in accoun‘nng pr1nc1p1e net of tax — — . 029
Netincome(loss) ... ... ... 8 02 (038 06
Welghted average shares outstandmg — ba51c » 15,579 . - 11,599 - ... 8,000
Weighted average shares outstanding —diluted 15641 11,599 8,000

See accompanying notes to consolidated financial statements.




Balance, December 31,
2002 ’

Contribution from Old
WCA

Distribution to Old
WCA

Non-cash
compensation
charge

Net i mcome

Balance, December 31,
2003

Settlement of WCA
options through
issuance of WCA
common stock

Distribution to Old -
WCA, net of tax
allocation

Proceeds from initial
public offering

Issuance of shares in
acquisition

Net loss

Balancé, December 31,
2004 -

Change in accumulated
loss in interest rate
swap, net of tax

Issuances of common
stock

Issuances of restrlcted

shares to
employees and
- directors
Accretion of unearned
. compensation
Net income ,
Balance, December 31,
2005

Net income (loss)

Accumulated other coniprehenswe income (loss)
Total comprehensive income (loss) -
See accompanying notes to consolidated financial statements

WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Consolldated Statements of 'Stockholders” Equity

(in'thousands) Accumulate

Adaditional Other Total
Common Stock Paid-in Unearned Retained Comprehen Stockholder

Shares Par _Capital Compensati _ _Earnings Loss Equity
8000 § 8 16793  — 8l _ — 17,734
— — 3 = = — 1,309
— R (22 N (6,774)
— — L2200 1,220
— — — — 5,078 — 5,078
8,000 _ 80 12548 . — 5939 — 18,567
— — 689 = = 6,849
- — Goe = = = (3.076)
6590 66 s4944  —  — 55,010
263 3 1584 = = o 1,587
_ i — — (4,364) — (4,364)
14853 149 72849 — 1575 — 74,573
— — — — — (431) (431
4TS 14 135 — — 35
200 2 1,948 (1,950) — — —
T == s — = 509
—_ — _ 3,468 _ 3,468
16,532 $ 165 88,371 (1,441) 5,043 (431) 91,707

Consohdated Statements of Comprehensive Income
(in thousands)
Years Ended December 31,

- w08 2004 2003

$  3.468 (4,364) 5,078

) @y — -
$ 3,037 (4,364) 5,078
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
L Consolidated. Statements of Cash Flows .
‘ (in thousands)

cm oy ~+Years linded December 31,
Coan 2005 . 2004 2003
} (restated

: ’ . seenote 1(w))
Cash flows from operating activities: _ L )
Net income (loss). $ 3468 (4364 . 5,078
Adjustments to reconcile net income (loss) fo net cash prov1ded by '

operating activities:

Depreciation and amortization . 14,795 8,828 ' 8,331
Non-cash compensation charge S o 509 _‘6,,849 © 1,220
Amortization of deferred financing costs and debt discount o587 666 934
Write-off of deferred financing costs and debt discount I T S - 618 =
Deferred tax provision (benefity = L 2,145 2,477 1,752
Provision and accretion expense for closure and post— »
closure obligations e 159 257 207
Gain on sale of assets o (29 (268 T (424)
Interest rate swap o L - , (14 (1,527)
Prepaid disposal usage - ‘ - 1,834 377 - 1,609
Cumulative effect of change in accountmg prmmp]e e ' —_ o (3,749)
Cost of terminated acquisitions . .70 7 to 32
Changes in assets and liabilities, net of effects of
acquisitions: o i S ) L
Accounts recelvable net . (5,163 : (3,317) : (372)
Prepaid expenses and other e (1) 4,137 1,759
Accounts payable and other liabilities = - - , - 2,492 - 2,172 (552)
Net cash provided by operating actlvmes 21819 13,471 _ 14,298
Cash flows from investing activities: o . _ L _ o
Acquisitions of businesses, net of cash acqulred o (93,631) (31,330 (6,438)
Proceeds from sale of discontinued operations . — , - 9,759
Proceeds from sale of fixed assets o S 317 C283 344

‘Cost incurred on possible acquisitions S ' (6 R E21)) (3D
Capital expenditures o (18,003) (14,589) ] (7,273)

‘ Net cash used in investing act1v1t1es o glll',381) ' ‘g 45,963) A (3.640)

Cash flows from ﬁnancmg actlvmes S o o R ,
Proceeds from issuance of long-term debt o o ‘_127,500' 7 46,900 o e 6, 500 }
Proceeds from issuance of common stock .~~~ . =, 55010 -
Principal payments of note payable e (2,257) o (903) (2,744)
Principal payments on long-term debt o  (23,537) (12,785) - (6,507)

- Repayment of Waste Management, Inc. note S —_ - (13,343) i
Net change in revolving line of credit S ‘ i R CAV ©(33,263) L. (848)
Distributions and-transfers to Old WCA, net . S — ' . (6,667) - (6,557)

(Increase) decrease in restricted cash e o ‘ (208)‘ - 677
Deferred financing costs - o o §2 354) (2,290 (1,074)
Net cash provnded by (used in) ﬁnancmg activities 89,968 32,659 (10,553)
Net change in cash and cash equivalents o - 406 167 105
Cash and cash equivalents at beginning ofperaod o o e 272 - 105 —
Cash and cash equivalents at end of period o $ 678 . 272 105

See accompanying notes-to consolidated financial statements.
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WCEA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC))
.Consolidated Statémerits of Cash Flows — Contmued

' (1n thousands) '

"Years Ended December 31,

- S T L 11T - 12004 2003
Supplemental cash flow.information: = * - o Co o ‘

* Cash paid during the year for:'* = .~ r B ; e : ;
Interest v o o S $9452 3,772 4,730
Taxes ‘ ‘ ‘ o o P ‘ .

Non cash investing and financing activities: o o N ‘
Property and equipment financed by direct debt e o - 448
. Issuance of premxums financed by direct debt L ) ' o 239 2,091 - 1,002
 Property and equipment distributed to; Old WCAW T — o — 249

Acquisitions of operations: S ‘ . o o ‘
Restricted cash . 3T — R
Accounts recelvable S S PR 1925 o, 552 N
Prepaid expenses and other. - Lo A o -,29. SRR s =
Property and equlpment net : T 91,674 .. 15,068 7,714

W Goodwill . e R Y 24,945 o 17,667 (119).
: ‘Intanglble assets ‘ T I 2,252 - - 23,060 A —
Debt and liabilities 1ssued or assumed » 6802 o441 - (152)

Old WCA contribution S 1309,
Long-term debt, net of debt discount ~ * " 1500 . 3000 o
‘Accrued closure post- -closure habxlmes - ' » 544 ol — . —

~ Deferred tax liabilities ~~ =~ " 075665 -
Commonstock .. . L 1s 3 . —

* Additional paid-in capltal 13405 1,584 L —
Disposal of discontmued operatlons T S T S e . ‘ o
Accounts receivable Co Co e = — . (1,261)
Other current.assets.. o ) S — —_ (141)
Property and equlpment net- R e S T — (3,903
Goodwill,net : .~ . S P S - (5,055
Debt and other liabilities . S e e — T— T (995)

See accompanying notes to consolidated financial statements.
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Fmanmal Statements, .
(1) Organization and Summary of Significant Accountlng 0
(a) Business '
WCA Waste Corporation and sub51d1ar1es (WCA or the Company) was formed effective October 1, 2000 for the purpose of acquiring
certain solid waste operations in the Central and Southern United States of America. WCA currenly provides integrated non-
hazardous solid waste collection, transfer, processing and disposal services to customers in Alabama, Arkansas, Colorado, Florida,
Kansas, Missouri, New Mexico, North Carolina, South Carolina, Texas, and Tennessee. See note l(b) “Internal Reorganization and
Basis of Presentation” for additional discussion on the formation of WCA.
(b) Internal Reorganization and Basis of Presentation
WCA Waste Corporation (Newco) was formed in February 2004 as a subsidiary of Waste Corpox -ation of America, Inc. (Old WCA).
In June 2004, Old WCA completed an internal reorganization between Old WCA, Newco and WCA Waste Systems, Inc. (WSI),
which was a wholly-owned subsidiary of Old WCA. Through the internal reorganization, the ownership of WSI was transferred to
Newco and Old WCA and certain other opérating subsidiaries of Old WCA were spun off from the operations of Newco and WSI.
This resulted in Old WCA and Newco being separate entities, each owned by the former shareholders of Old WCA, and WSI being a
wholly-owned subsidiary of Newco. -
In connection with the reorganization and subsequent stock spht Newco issued 6,670 260 shares of common stock to the
shareholders of Old WCA. In addition, certain previously outstanding options and warrants of Old WCA were.exchanged for
1,330,056 shares (after giving effect to a merger and reverse stock split) of Newco, resulting in a charge of $11.5 million from this
issuance. Following these transactions, there were 8,000,316 shares of Newco common stock outstanding. Following this
reorganization, WCA Waste Corporation filed a registration statement with the Securities and Exchange Commission to effect an
initial public offering of the common shares of WCA Waste Corporatlon and completed the offering of 6,587,947 shares of common
stock on June 28, 2004. :
The formation of Newco and the transfer of the operations of WSI to Newco represent a combination of entmes under common
control. Accordingly, the accompanying consolidated financial statements reflect the operatlons of WSI as if such reorganization had
occurred as of the beginning of all periods presented.
The accompanying consolidated financial statements include the accounts of the Company and its subsidiaries after ehmmatlon of all
material intercompany balances and transactions. Prior to the reorganization, the Company was a wholly-owned subsidiary of Old
WCA, and the accompanying consolidated financial statements have been prepared on a carve-out basis to represent the et assets
and related historical results of the Company as-if it were a stand-alone entity. For periods prior 1o the reorganization, general,
administrative and overhead expenses have been allocated between the Company and Old WCA fo.reflect each entity’s portion of
these expenses. During 2003, Old WCA transferred the operations of certain wholly-owned subsidiaries to the Company for net
consideration of $4.6 million. This transaction has.beer accounted for as a combination of entities under common control.
Accordingly, the assets and liabilities of the transferred subsidiaries have been recorded at their carrying amounts in the accounts of
Old WCA. These financial statements have been presented as if the transferred subsidiaries had been owned by the Company for all
periods presented and the net consideration has been included in distributions to Old WCA during the actual periods of transfer.
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements
(c) Principles of Consolidation : .
- The consolidated financial statements include the accounts of WCA Waste Corporatlon and its majorlty -owned and controlled

subsidiaries. All significant intercompany accounts and transactions have been ehmlnated
(d) Cash Equivalents.and Restricted Cash :
The Company considers all highly liquid debt instriments with orlgmal maturmes of three months or less to be cash equlvalents
Restricted cash relates to the Environmental Facilities Revenue Bonds assumed as part of an October 2005 acquisition.
(e) Property and Equipment
Property and equipment are recorded at cost Expendltures for ‘major addltlons and 1mprovements are capltahzed while minor
replacements, maintenance, and repairs are charged to expense as incurred.
When property and equipment are retired or otherwise disposed of, the cost and accumulated deprec1at10n are removed from the
accounts, and any resulting gain or loss is. included in the results of operations as increases or offsets to operatmg expense for the
respective period. Depreciation is provided over the estimated useful lives of the related assets using the straight-line method. The
estimated useful lives for significant property and equipment categories are as follows (in years):

Vehlcles and eqmpment T S L3tl0

Containers . ' . .. ¢ o : e 7 o . 5to12
Buildings and improvements R e e e e e e e e o 15025
Computers and software =~~~ e .~ 3to5
Furniture and fixtures S -8 [
(f) Landfill Accounting

Capitalized Land(fill Costs - '

At December 31, 2005, the Company owned 7 municipal solid waste (MSW) landﬁlls and 12 construction and demolition debris
(C&D) landfills. One MSW landfill and one C&D landﬁll are fully permltted but not constructed and have not yet commenced
operations as of December 31, 2005.

Capitalized landfill costs include expenditures for the acquisition of land and related airspace, engineering and permitting costs, cell
construction costs and direct site imiprovement costs. At December 31, 2005, no capitalized interest had been included in capitalized
landfill costs, however, in the future interest could be capitalized on landfill ¢onstruction'projects but only during the period the assets
are undergoing activities to ready them for their intended use. Capitalized landfill costs are amortized ratably using the units-of-
production method over the estimated useful life of the site as airspace of the landfill is consumed. Landfill amortization rates are
determined periodically (not less than annually) based on ground surveys and other dens1ty measures and estimates made by the
Company’s englneers outside engmeers 'management and financial personnel

Total available airspace includes the-total of estimated permitted airspace plus an estimate of probable expansion airspace that the
Company believes is likely to be permitted. Where the Company believes permit expansions are probable, the expansion airspace,
and the projected costs related to developing the expansion alrspace are 1ncluded in the airspace amortization rate calculation. The
criteria the Company uses to determine
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements
if permit expansion is probable include but are not limited to whether: (i) the Company believes the project has fatal flaws; (ii) the
land is owned or controlled by the Conipany; or under option agreement; (iii) the Company has commiitted to the expansion;
.(iv) financial analysis has been completed and the results'indicate that the expansion has the prospect of a positive financial and
operational impact; (v) personnel are actively working to obtain land use, local and state approvals for an expansion; (vi) the
Company believes that the permit is likely to be recelved and (vii) the Company believes that the timeframe to complete the
permitting is reasonable.
The Company may be unsuccessful in obtaining expansion permits for airspace that has been considered probable. If unsuccessful in
obtaining these permits, the previously capitalized costs will be charged to expense.
Closure and Post-Closure Obligations ' :
The Company has material financial commitments for the costs as_soc1ated with its future obligations for final closure, which is the
closure of the landfill :and the capping of the final uncappe‘d'areas of a landfill and post-closure maintenance of those facilities, which
is generally expected to be for a period of up to30 years for MSW facilities and up to ﬁve years for C&D fac111t1es after final 51te
closure.
On January 1, 2003, the Company adopted SFAS No. 143 “Accountmg for Asset Retirement Obligations” (SFAS No. 143), which
provides standards for accounting for obligations associated with the retirement of long-lived asszts and the associated asset
retirement costs. SFAS No. 143 results in a change in the mechanics of calculating landfill retirement obligations and the
classification of where amounts are recorded in the financial statements. Landfill retirement obligations are no longer accrued through
a provision to cost of services, but rather by an increase to capitalized landfill costs and amortized to depreciation and amortization as
landfill airspace is consumed. Generally the requirements for recording closure arid post-closure obligations under SFAS No. 143 are
as follows:
¢ Landfill closure and post-closure liabilities are calculated by estimating the total obligation in current dollars. Cost estimates
‘ equate the costs of third parties performing the work. Any portion of the estimates which are based on activities being
performed internally are increased to reflect a profit margin a third party would receive to perform the same activity. This
profit margin will be taken to income should the work ultimately be performed internally. -

* The total obhgatton is carried at the net present value of future cash expendltures which is calculated by inflating the
obligation based upon the expected date of the expenditure usmg an inflation rate and discounting the inflated total to its
present value using a dlscount rate. The dlSCOIlIlt rate represents the Company’s credit-adjusted risk-free rate. The resulting
closure and post-closure obligation is recorded on the balance sheet as airspace is consumed.

«  Accretion expense is calculated by multiplying the discounted closure and post-closure obligation at the beginning of the year
by the credit-adjusted risk-free rate (discount rate). Accretlon expense is a non-cash charge to cost of services and increases
the related closure and post-closure obhgatlon This expense will generally be less during the early portion of a landfill’s
operating life and increase thereafter. ‘ _

The impact of changes determined to be changes in estimates, based on an annual update is accounted for on a prospective basis. The
Company’s ultimate liability for such costs may increase in the future as a result of changes in estimates, legislation, or regulations.
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements
Adopting SFAS No. 143 required a cumulative adjustment to reflect the change in accounting for landfill obligations retroactively to
the date of the inception of the landfill. Inception of the asset retirement obligation is the date the landfill was acquired or the date .
operation commenced for landfills opened by the Company. Upon adopting SFAS No. 143 on January 1, 2003, the Company
recorded a cumulative effect of the change in accounting principle of $3,749 (82,324, net of tax), a decrease in its closure and post-
closure liability of $3,832 and a decrease in net landfill assets of $83. The adoption of the standard had no impact on our cash
requirements. .
If SFAS No. 143 had been effectwe for 2003, the impact on income from continuing operations before cumulative effect of change in
accounting principle and earnings per share would have been as follows for the years ended December 31, 2005, 2004 and 2003 (in
thousands, except per share data):

2005 . . 2004 2003

Reported net income (loss) 83468 (4364) 5078
Adoption of SFAS No. 143, net of tax - - = (324 .
Pro forma net income (loss) ; 8 3468 . - (4,364) 2,754
Reported net income (loss) per share — basic and dlluted ' $ 022 (0.38) 0.63
Adoption of SFAS No. 143, netof tax : — — (0.29)
Pro forma net income (10ss) per share — basnc and dlluted $ 022 (0.38) 0.34

The changes to landfill assets and closure and post-closure liabilities for the years ended December 31, 2008, 2004 and 2003 are as
follows (in thousands):

Closure and

Landfill ‘ Post-closure’

) i . ) T o ) Assets, Net ~_Liabilities
December 31, 2002 ‘ ‘ o ‘ $ 42,746 6,269
~ Adoption of SFAS No. 143 | o R (83) (3.832)
Capital expenditures. . ’ ) N ] - 3,800 —
Amortization expense ; ' _ ‘ ' (4,071) —
_Obligations incurred and capxtahzed . S o 361 361
Interest accretion o A ) B o — 207
Acquisitions divestitures and other adjustments o _ 7918 —
December 31, 2003 - , o o s 50,671 3,005
 Capital expenditures s R £ ——
Acquisition of landfill S 5975 45
.Amortization expense ‘ ) ‘ o o (4,290) ' —
Obligations incurred and capltahzed _ S 7 o 328 328
Revisions to estimates of closure and post- ~closure act1v1t1es o - (1,412) (1,412)
Interest accretion ) - A ‘ = 257
December 31, 2004 B 4 $ 56,263 2,223
-Capital expenditures S S e 8,378 . —
Acquisition of landfill 68,882 544
Amortization expense S , S (6,957) - —
Obligations incurred and capltahzed ‘ S o - 301 301
Revisions to estimates of closure and post-closure activities . 391 391
Interest accretion o S — 159
December 31,2005 . $ 127,758 3618
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements — Continued

The Company s hablhtles for closure and post-closure costs for the years ended December 31 2005, 2004 and 2003 are as follows (in

thousands):

Recorded amounts:
Currentportion =
__Noncurrent portion
Total recorded

‘ December 31,
e 2005 o ._.2004 2003
o o 8 286 Qt R B
o e 3 332 1 780 3,005
$ 3618 ~ 7 2223 - . 3,005

The Company’s total anticipated cost for closure and post -closure activities is $101.8 million, as measured in current dollars. The
recorded liabilities as of December 31, 2005 include the impact of inflating these costs through the date the costs are estimated to be
incurred and the dxscountmg of these costs to present value. The Company believes the amount and timing of these activities are
reasonably estimable. 'Anticipated payments of.currently identified closure and post-closure liabilities for the next five years and
thereafter are reflected below (in thousands): . -

2006
$ 286

2007 2008 _ 2009 - 2010 ) Thereafter
$ — -3 — $ — 3 — $101,526

Where the Company believes that both the amount of a particular closure and post-closure hablhty and the txmmg of the payments are
reliably determinable, the cost in current dollars is inflated (2.5% for each of the years ended December 31, 2005, 2004 and 2003)
until expected time of payment and then discounted to present value (8.5% for each of the years ended December 31, 2005, 2004 and
2003). Accretion expénse is applied to the closure and post-closure liability based on the effective interest method and is included in
cost of services. Had the Company not discounted any portion of its liability, the amount recorded would have been $14.0 million,
$9.9 million and $9.9 million at December 31, 2005, 2004 and 2003, respectively.

The table below compares the Company’s current practices of accounting for landfill closure and post-closure activities.

Description Current Practice (Effective January 1, 2003)
Definitions: '
Closure Includes final capping event, final portion of methane gas collection system to be constructed,

Post-closure

Discount Rate:
Cost Estimates:

Inflation:

demobilization, and the routine maintenance costs incurred after site ceases to accept waste, but prior to
being certified as closed. ‘

Includes routine monitoring and maintenance of a landfill after it has closed, ceased to accept waste and been
certified as closed by the applicable state regulatory agency.

‘ Obligations discounted at a credit- adjusted, risk-free rate (8.5% for 2005, 2004 and 2003).

Costs were estimated based on performance, principally by third parties, with a small portion performed by
the Company, except that the cost of any activities performed internally must be increased to represent an
estimate of the amount a third party would charge to perform such activity.

Inflation rate of 2.5% for 2005, 2004 and 2003.
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Recognition of Assets and

Liabilities: ‘ o
Asset Retirement Cost An amount equal to the discounted cash flow associated with the fair value of closure and
’ post-closure obligation is recorded as an addition to capitalized landfill costs as airspace is
" consumed. ,
Closure and Post-Closure The discounted cash flow associated with the fair valu_e of the liability is recorded with a

corresponding increase in capitalized landfill costs as airspace is consumed. Accretion
expense is recorded to cost of services and the correspondlng liability until the 11ab111ty is

“paid.

Statement of Operaiions Expense: v

Landfill asset amortization , _ ‘Landﬁll asset is. amomzed to deprecratron and amomzahon expense as alrspace is consumed
over life of landfill. ‘

Accretion . " Expense, charged to cost of services, is accreted at credrt-ad_]usted risk- free rate (8.5% for

2005, 2004 and 2003). -

(g) Allocatzon of Acquisition Purchase Price

A summary of the Company’s accounting for acquisitions is as follows: :
“Acquisition purchase price is allocated to identified intangible assets and tangible assets acquired and liabilities assumed based on
their estimated fair values at the dates of acqulsltlon with any residual amounts allocated to goodwill.”

The Company deems the total remaining airspace of an acquired landfill to be a tangible asset. Therefore, for acquired landfills, it
initially allocates the purchase price to identified intangible and tangible assets acquired, mcludlng landfill airspace, and liabilities
assumed based on their estimated fair values at the date of acquisition.

The Company may consummate single acquisitions that include a combination of collection operatlons and landfills. For each
separately identified collection operation and landfill acquired in a single acquisition, the Company performs an initial allocation of
total purchase price to the identified collection operations and landfills based on their relative fair values. Following this initial
allecation of total purchase price to the identified collection operations and landfills, the Company further allocates the 1dent1ﬁed

~ intangible assets and tangible assets acquired and liabilities assumed for each collection operation and landfill based on their

estimated fair values at the dates of acquisition, with any residual amounts allocated to either goodwill or landfill site costs, as
discussed above.

The Company accrues the payment of contingent purchase price if the events surroundmg the contrngency are deemed probable.
Contingent purchase price related to landfills is allocated to landfill site costs and contingent purchase price for acquisitions other
than landfills is allocated to goodwill, There are currently no pending contmgent amounts due relatmg to any prior acquisitions.
(k) Goodwill and Other Intangible Assets

Goodwill and 1ntang1ble assets acquired in a business combination and determined to have an indefinite useful life are not amortized,
but instead tested for impairment at least annually. Intangible assets with estimable useful lives are amortized over their respective
estimated useful lives to their residual values, and reviewed for impairment.
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The Company’s intangible assets consist primarily of customer contracts, customer lists, and covenants not-to-compete. Customer
contracts and customer lists are generally amortized over 15 to 20 years. Covenants not-to-compete are amortized over the term of the
non-compete covenant, which is generally five years
() Impairment of Long-Lived Assets ‘
Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carryrng amount of an
asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an
asset or asset group to, estimated undiscounted future cash flows expected to be generated by the asset or asset group. If the carrying

" amount. of an assef exceeds its estrmated ﬁJture cash ﬂows an 1mpa1rment charge is recogmzed by the amount by which the carrying
amount of the asset gxceeds the fair value of the asset
(i) Costs Incurred on Possible Acqutsztwns ’
Costs incurred on possible acquisitions are capitalized as incurred and consist primarily of third-party accounting, legal and other
consulting fees as well as travel costs incurred in the negotiation and due diligence process, and nonrefundable down payments. Upon
consummation of an acquisition accounted for as a purchase, deferred costs are capitalized as part of the purchase price. Capitalized
costs are reviewed for reasonableness on a periodic basis, and costs that management believes relate to transactions that will not be
consummated are charged to expense. During 2005,2004 and 2003, the Company expensed $70, $7, and $32, respectively, of such
costs, which are included in general and administrative cost in WCA s consolidated stateménts of operations. At December 31, 2005
and 2004, $314 and $320 of such capitalized costs are reflected in other assets on WCA s consolidated balance sheets
(k) Deferred Financing Costs Vo
Deferred financing costs are amortized as a.component of i mterest expense usmg the effectrve mterest method Durmg 2005 2004 and
2003, the Company expensed $580, $632, and. $873, respectively, of such: costs, which are reflected as interest expense in WCA’s

. consolidated statemerits of operations. In addition, the Company.wrote. off $1,308 of deferred financing costs and debt discount in
connection with the restructuring of its credit facﬂlty in April 2005 and the repayment of the Environmental Facilities Revenue Bonds
in June 2005. The Company wrote off $618 of deferred ﬁnancmg costs related to the amendment of the Company s credit famhty in-
December 2004, |, :. . . R ‘ , >
() Interest Expense . '
Interest expense inchides interest accrued on outstandmg note payable and long term debt, amomzatron of deferred ﬁnancmg costs,
accretion of debt discount, and the change in.the fair value of the Company’s previous-interest rate swap, which was not accounted
forasa hedgmg instrument. For the years ended December 31, 2005 2004 and 2003, interest expense consists of the followmg (m v
thousands): ot : : oo :

2004 . - 2003

: . 2005

Note payable and long term debt il b ... $ 981 - 381 5818
Amortization of deferred financing costs 1. t a 580 632 ' - 873
Amortization of debt discount B 7 35 . -6l
Interest rate swap | O o - — (4 0 (1,527)

B , 10,438 4454 © 5225
Less interest income " 7 5

: $10.366

Interest expense, net

4453 5200
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(m) Income Taxes : ‘ - - !
The Company accounts for incorme taxes under the asset and liability method Under the asset and lrablhty method, deferred tax
assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying values of existing assets and liabilities and their respective tax bases based onenacted tax rates. The Company provides a
valuation allowance when, based on management § estimates, it-is more likely than not that a. deferred tax asset will not be realized in

' future periods. - v Ea ‘

The Company was included in the consolidated federal income-tax. return of Old WCA for 2003 Income taxes have been calculated
on a separate company basis consistent with the requirements of SFAS No. 109, Accounting for Income Taxes.” All tax amounts have
been provided to show the effect of temporary differences between the recognition of revenue and expenses for financial and income
tax reporting purposes and between the tax basis of assets-and-liabilities and their reported amounts in the financial statements.
Current income taxes payable are included with accrued liabilities on the Company’s balance sheets. See note 5 “Certain Balance
Sheet Accounts” for detail of accrued liabilities. . '
(n) Insurance ‘

The Company has retained a portion of the risks related to rts general habrlrty, automobile and workers’ compensatron insurance
programs. The exposure for unpaid claims and associated expenses, including incurred but not reported losses, is based on estimates
of ultimate losses on claims and actuanally -determined development factors ‘ :

{o) Revenue Recognmon :

. The Company recognizes revenue upon the recerpt and acceptance of non- hazardous industrial and municipal Waste at its landfills.
Revenue for collection services is recognized as the services.are performed: Revenue for container rental is recognized over the rental
period. In certain situations, the Company will bill for services in advance of the performance of these servrces Such amounts are
deferred until the services are subsequently performed. ‘ .

(p) Derivative Financial Instruments : :

The Company accounts for derivatives and hedging actwmes in accordance wrth SFAS No 133, “Accountmg for Derivative
Instruments and Certain Hedging Activities”, as amended, which requires that all der1vat1ve.1nstruments be recorded on the balance
sheet at their respective fair values. L '

The-Company was previously required through the terms of its credit agreements to control market risk related to interest rates
through the use of interest rate swap agreements. On October 17,:2000; the Company entered into a three-year interest rate ‘swap
agreement, expiring in October 2003, with an initial notional amount of $50 million..-Under the agreement, the Company received a
floating rate and paid a fixed interest rate. The interest rate swap did not qualify for hedge accounting under SFAS No. 133 and was
therefore marked to market annually. Changes in the fair value of the interest rate swap from period to period were recorded as a
component of interest expense. For the year ended December 31, 2003, the Company recorded a reduction of interest expense of
$1,541 related to the change in fair value of this interest rate swap.

Effective October 31, 2003, the Company entered into a six-month interest rate swap agreement with a notional amount of

$19 million. Under the agreement, the Company recéived a ﬂoatrng rate and pa1d a fixed interest

63




WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)

Notes to Consolidated Financial Statements— Continued
rate. This interest rate swap did not qualify for hedge accounting under SFAS No. 133 and was therefore marked to market. Changes
in the fair value of the interest rate swap from period to period were recorded as a component of interest expense. For the years ended
December 31,2004 and 2003, the Company recorded $14 and $¢14) of. addrtronal interest incoms (expense) respectrvely, related to
the change in fair value of the interest rate swap: .
Effective November 1, 2005, the Company entered into an mterest rate swap agreement with a notional amount of 3150 million. -
Under the agreement, the Company receives a floating rate of interest based on LIBOR and pays a fixed rate of 4.885% through
maturity of the swap in November 2010. The Company has designated this swap agreement as a cash flow hedge of the variability of
forecasted interest payments on current and future floating-rate debt obligations. Therefore changes in the fair market value of the
swap agreement are reflected in other comprehensive income (loss). For the year ended December 31, 2005, the Company recorded
3711 in long-term hablhtles net of deferred taxes of $280, and $431-as an unrealized loss within accumulated other comprehensive
loss.
(q) Fair Value of F mancml Instruments
The following disclosure of the estimated fair value of financial instruments is made in accordance wrth the requrrements of SFAS .
No. 107, “Disclosures. About Fair Value of Financial Instruments”. The carrying values of cash and cash equivalents, accounts
receivable, accounts payable, derivatives, accrued expenses and long-term debt, approximate fair value.
(r) Stock-Based Compensation
The Company accounts for stock-based compensation under the mtrmsrc value method prescribed by Accountmg Prmcrples Board
Opinion No. 25, “Accounting for Stock Issued to Employees”, and related interpretations. Under this method, the Company recorded
no compensation expense for stock options granted to employees when the exercise price of the options is equal to or greater than the
fair market value of common stock on the date of grant. As discussed in note 1(y), the adoption of SFAS No. 123 (revised 2004),
“Share-Based Payment” (SFAS No. 123(R)) will result in recognition of comipensation expense begmnmg in the first quarter of 2006,
and thus may impact the Company’s future results of operations.
On December 22, 2005, in response to- SFAS 123(R), the Company’s Board of Directors approved acceleratmg the vesting of all
outstanding “out- of-the -money” unvested stock options. All outstanding stock options had exercise prices in excess of the closing
price of $7.40 on December 22, 2005, the effective date of the acceleration.
The decision to accelerate vesting of these options was made to avoid recognizing compensatron cost in the statement of operations in
future financial statements subsequent to the adoption of SFAS 123(R). It is estimated that the rnaximum future compensation
expense that will be avoided is approximately $1,058, before tax, based on the Company’s adoption date on January 1, 2006. The
vesting accéleration did not result in the recognition of compensation expense in net income for the year ended December 31, 2005.
The pro-forma drsclosure presented below includes approxrmately $1.8 million ($1.1 million, net of tax) of compensation expense for
the year ended December 31,.2005. ; : :

64




WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements — Continued
Pro forma information regarding net income and earnings per share is required by SFAS No. 123 and has been determined as if the
Company had accounted for its employee stock options under the fair value method described above. The fair value calculations at
the date of grant using the Black-Scholes option pricing model were calculated with the following weighted average assumptions:

— e e e 2005 2004 __2003

Rxsk-freemterestrate e e 34% 28% 39%
Volatility factor of stock pr1ce R e 035 K 037 - na
Dividends -~ .. . ~ 3 S . T L T
Option life L ewc dyears dyears 10 years
Calculated fa1r value per - share ' : ‘ $ 3.35 3.14 0.00

Had eompensatxon expense for the options granted 7o employees been determined based on the faif value at the grant date; consistent
with the provisions of SFAS No. 123, the Company’s net'income (loss) and earnings (loss) per share for the years ended

December 31, 2005, 2004 and 2003 would have been adjusted to the pro forma amounts 1nd1cated below (in thousands, except per
share data) '

L Il 2005 2004 2003

Net income (loss) —as reported ' o $3468 - (4364) 2,078
Stock-based employee compensation expense 1ncluded in reported net mcome net of L ~

@x o S T TR 193
jStock based employee compensatlon expense determmed under falr value based :

methods, net of tax e R ¢ VL (7,851y  (1538)
Net income (loss) — pro forma _ o - 82,39 (4,719) _5713
Eammgs (loss) per ¢ share——basm and diloted- ., - -8 022 (0.38) , 0.63 |
Pro forma earnings (loss) per share — basic and d1luw ed L e “$ 0.15 (0.41) 0.71
(s) Earnings per Share ‘ o :

Basic and diluted earnings per share have been calculated by dividing net income (loss) by the weighted average number of common
shares outstanding during the year. As discussed in note 1(b) “Internal Reorganization and Basis of Presentation”, during 2004, the
Company issued 1,330,056 shares (aftér giving effect to a merger and reverse 'stock split) of common stock in settlement of
previously outstanding options and warrants of Old WCA. In accordance with the guidance of SFAS No. 128, this transaction is
considered to be a part of a recapitalization and is treated consistent with a stock dividend or stock split, and therefore is reflected

retroactively inthe computation of earnings per share. Accordmgly, thése shares are mcluded in the weighted average shares
outstanding for all periods presented. . . i ‘

(¢) Concentrations of Credit Risk

‘Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of cash and accounts
receivable. The Company places its cash with high-quality financial institutions and limits the amount of credit exposure with any
one institution. Concentrations of credit risk with respect to accounts receivable are limited because a large number of geographically
diverse customers comprise the Company’s customer base, thus spreading the trade credit risk. At December 31, 2005, 2004 and
2003, no single group or customer represents greater than 10% of total accounts receivable.
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(u) Distributions to Old WCA
Prior to the June 2004'reorganization discussed in note 1(b), the Company entered into’transactions with Old WCA for, among other
things, allocations of' corporate charges and services, allocation and adjustment of tax attributes, and the 2003 transfer of subsidiaries
from Old WCA. The net amount due to Old WCA at the end of each fiscal year was classified as distributions to Old WCA in the
accompanying consolidated statement of stockholders’ equity.
(v) Allocation of Expénses
Prior to the reorganization discussed in note 1(b), the Company was a wholly owned-subsidiary of Old WCA and shared common
management, general and administrative and overhead costs. The cost for these services were incurred by the Company and allocated
to Old WCA and Old WCAs other subsidiaries. The Company allocated these costs based upon an average of each entity’s ,
respective proportion of total headcount and total revenues, both of which produce comparable allocation percentages. Management
believes that these two bases of allocation of expenses provided the most relevant and reasonable method of allocating these costs to
the respective operations. In connection with the reorganization, the Company entered into an adiministrative services agreement w1th
Old WCA where Old WCA will pay a monthly fee of approximately $40 for administrative services, including executive officers,
other employees, administrative systems, service and facilities. In response to decreases in Old WCA’s assets and operations, the
monthly administrative fees were reduced to $30 starting in October 2005 and $20 starting in January 2006. Such fees were further
reduced to $10 starting in February 2006 upon the completion of the Company’s acquisition of Transit Waste from Old WCA. During
the years ended December 31, 2005, 2004 and 2003, the Company allocated costs totaling $450, $511 and $465, respectively, to Old
WCA. WCA’s senior management serve as officers of Old WCA. It is impracticable to estimate the amount of expenses that would
have been incurred in each of the three years ended December 31, 2005 had the Company been an unaffiliated entity of Old WCA.
There has been no allocation of debt or interest expense between the Company and Old WCA as both entities have incurred their own
debt in order to finance their operations. There is no inter-company debt between the Company and Old WCA, and the Company
does not receive proceeds from any debt incurred by Old WCA. '
(w) Reclassifications
Certain reclassifications have been made to prior year amounts to conform to current year presentation. In 2005 the Company has
separately disclosed the operating, investing and financing portions of the cash flows attributable to its 2003 discontinued operations,
which'in prior periods were reported on a combined basis as a single amount.
(x) Segment Information
The Company’s revenues are derwed from one 1ndustry segment, which mcludes collectlon transfer and d1sposa1 of non-hazardous
solid waste primarily in the central and southern United States. The Company considers each of its seven operating states to be a
geographic segment as each state includes vertically integrated operations, reports stand-alone financial information and has a
respective operating manager or state president that reports to the Company’s chief operating officer. The states of Kansas and
Missouri are combined as one segment due to the reporting structure and the Vertlcal integration of the related operations. See note 12
“Segment Reporting” for geographic information relating to the Company’s operations.
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(») New Accounting Pronouncement
In December 2004, the Financial Accounting Standards Board issued Statement of Flnanc:lal Accountmg Standards No. 123 (revised
2004), “‘Share-Based Payment” (SFAS No. 123(R)), which revises Statement of Financial Accounting Standards No. 123
“Accounting for Stock-Based Compensation” (SFAS No. 123) and supersedes APB Opinion No. 25 “Accounting for Stock Issued to
Employees”. In general, SFAS No. 123(R) does not change the approach described in.SFAS No. 123. However, SFAS No. 123(R)
requires all share-based awards to employees to be recognized as compensation expense based on the fair value of the award at the
date of grant. As such, the intrinsic value method permitted by SFAS No. 123 is no longer an alternative.
The Company will adopt SFAS No. 123(R) effective January 1, 2006. There were no unvested options outstanding as of
December 31, 2005. Accordingly, the initial adoption of SFAS No. 123(R) is not anticipated to have any effect on the Company’s
financial statements, but will require the recognitior of compensation expense associated with future option grants, if any.
(2) Use of Estimates .
In preparing the Company’s financial statements several estimates and assumptions are made that affect the accounting for and
recognition of assets, liabilities, revenues and expenses. These estimates and assumptions must be made because certain of the
information that is used in the preparation of the Company’s financial statements is dependent on future events, cannot be caiculated
with a high degree of precision from data available or is simply not capable of being readily calculated based on generally accepted
methodologies. In some cases, these estimates are particularly difficult to determine and the Company must exercise significant
judgment. The most difficult, subjective and complex estimates and the assumptions that deal with the greatest amount of uncertainty
are related to the Company’s accounting for landfills, asset impairments, and insurance claims as described below.
Accounting for landfills. The Company utilizes the units of production method to amortize landfill construction costs over the
" estimated remaining capacity of a landfill. Under this method the Company includes future estimated landfill development costs, as
well as costs incurred to date, in the amortization base. Additionally, the Company includes deemed permitted expansion airspace,
which has not been permitted, in the calculation of the total remaining capacity of the landfill.
This accounting method requires the Company to make estimates and assumptions, as described below. Any changes in the
Company’s estimates will impact the Company’s income from operations prospectively from the date changes are made.
Landfill costs. The Company estimates the total cost to develop each landfill site to its final capacity. This includes certain prOJected
landfill site costs that are uncertain because they are-dependent on future events. The total cost to develop a site to its final capacity
includes amounts previously expended and capitalized, net of accumulated airspace amortization, and projections of future purchase
and development costs, operating construction costs, permitting cost of expansions and capitalized interest costs.
Closure and post-closure costs. The costs.for closure and post-closure obligations at landfills the Company owns or operates are
generally estimated based on interpretations of current requirements and proposed or anticipated regulatory changes. The estimates
for landfill closure and post-closure costs also consider when the costs would actually be paid and factor in inflation and discount
rates. The possibility of changing legal and regulatory requirements and the forward-looking nature of these types of costs make any
estimation or assumption less certain.
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Available airspace. The Company’s engineers determine the remaining capacity at landfills by estimating the available airspace This
is done by using surveys and other methods to calculate, based on height restrictions and other factors, how much alrspace is left to
fill and how much waste can be disposed of at a landfill before it has reached its final capacity. ‘
Expansion airspace. The Company will also consxder currently unpermitted airspace in the estimate of remaining capacity in certain
circumstances. See note 1(f) “Landfill Accounting — Capitalized Landfill Costs” for further explanation. -~ -
It is possible that the Company § estimates-or assumptions will ultlmately turnout to be significantly different from actual results. In
some cases the Company may be unsuccessful in obtaining an expansion permit or the Company may determine that an expansion
permit that the Company previously thought was probable has become unlikely. To the extent that such estimates, or the assumptions
used to‘make those estimates, prove to be significantly different than actual results, or the belief that the Company will receive an "
expansion permit changes adversely in a significant manner, the costs of the landfill, including the costs incurred in the pursuit of the
expansion, may be subject to impairment testing, as described below, and lower profitability may be experienced due to higher
amortization rates, and higher expenses or asset impairments related to the removal of previously included expansion airspace.
Asset Impairments. Accounting standards require that assets be written down if they become impaired. If significant events or
changés in circumstances indicate that the carrying value of an asset may not be recoverable, a test of recoverability i$ performed by
comparing the carrying value of theé‘asset or asset group to its undiscounted expected future cash flows. If the carrying values are-in
excess of undiscountéd expected futare cash flows, impairment is measured by comparing the fair value of the asset to its carrying
value. Fair value is determined by an internally developed discounted projected cash flow analysis of the asset. Cash flow projections
are sometimes based on a group of assets, rather than a single asset. If cash flows cannot be separately and independently identified
for a single asset, the'Company will determiné whether an impairment has occurred for the group of assets for which the projected
cash flows can be identified. If the fair value of an asset is determined to be less than the carrying amount of the asset or asset group,
an impairment in the amount of the difference is recorded in the period that the impairment indicator occurs. Several impairment -
indicators are beyond the Company’s control, and cannot be predicted with any certainty whether or fiot they will occur. Estimating
future cash flows requires significant judgment and projections may vary from cash flows eventually reahzed Also, there are other
considerations for impairments of landfills and goodwill as discussed in hote 1(f). - :
Allowance for Doubtful Accounts. The Company estimates losses for uncollectible accounts' ba:ed on the aging of the accounts
receivable and the evaluation of the likelihood of success in collecting the receivable.
Acquisition Accoantmg The Company estlmates the falr value of assets and liabilities when allocatmg the purchase prxce of an
acquisition, : : v S
Income Taxes. The Company assumes the deducnblhty of certain costs in its income tax ﬁlmgs and estlmates the future recovery of
deferred tax assets. -
Insurance claims reserves. The Company accrues claims related to our self-insurance programs based on claims ﬁled estlmated
open claims and claims incurred but not reported based on actuarial-based loss development factors.-~ <~ - - »
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Contingent Liabilities. The Company estimates the amount of potential exposure it may have with respect to htlgatlon claims and
‘assessments in accordance with SFAS No. 5, “Accounting for Contingencies.”

Actual results could differ materially from the estimates and assumptions that the Company uses in the preparation of its ﬁnan01al
statements. :
(3) Acquisitions :

During 20035, the Company completed 10 acquisition transacnons including one acquisition from Old WCA (see note 14). Total
consideration for these transactions was $119.1 million, including cash consideration of $92.0 million primarily funded with proceeds
from the Company’s credit facilities. Other consideration included $1.5 million in convertible debt, $6.6 million in debt assumed, net
of discount, $5.6 million in deferred tax liabilities assumed and 1,474,694 shares of common stock valued at $13.4 million. '
Contemporaneously with one acquisition, certain individuals affiliated with the seller purchased $2.5 million in convertible debt.
These acquisitions resulted'in the addition of one MSW landfill, four C&D landfills, four collection operations, six transfer
stations/MRFs. Two of the acquisitions (MRR Southern and Meyer & Gabbert) were deemed significant as defined by the SEC.

The consolidated financial statements included herein include the results of MRR Southern and Meyer & Gabbert from April 3, 2005
and October 3, 2005, respectively. The followmg unaudited pro forma results of operations have been prepared assuming that the
acquisition had occurred at the beginning of each period (in thousands, except per share data) This pro forma information is not
necessarily indicative of the results of operations that would have occurred had the acqu1s1t1ons been made on those dates orof '
results which may occur in the future (unaudited).

' ) U ' Year Ended December 31,
. o e e ‘ . 2005 2004
Revenue ' . L , o o $126,541 $91,501
Operatingincome ~ * . ... _ 20064 2,285
Netincome (loss) 4,330 (3,703)
" Per share data: o ' ‘
Netincome (loss) —basic 027 (031)

Net income (loss) — diluted ' 0.27 , (0.31)
During 2004, the Company completed seven acquisition transactlons Total conSIderanon for these transactions was $35.9 million
_including cash consideration of $31.3 million primarily funded with’ proceeds from the Company’s revolving credit facility. Other
consideration included $3.0 million in convertible debt and 263,158 shares of restricted common stock valued at $1.6 million. These
restrictions lapse in July 2007 These acquisitions resulted in the addition of one C&D landfill, four collection operations and three
transfer stations.
During 2003, the Company purchased a fully perm1tted but not yet constructed C&D landfill located adjacent to one of the
Company’s currently operating C&D landfills in Houston, Texas. This landfill had no operations during the period ended
December 31, 2003. The purchase price for the landfill was $7.9 million, which was consummated with a $6.6 million cash payment
and issuance of 350,000 shares of common stock of Old WCA The contribution of Old WCA’s common stock, was accounted for as
a capital contribution of $1,309 to the Company
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Allocatron of purchase price, including the costs incurred to complete the - acqursmon and any addmonal «costs incurred relating to.
prror year acquisitions, has been allocated as follows (m thousands): : —

i

2005 4 2008 2003

Restricted cash , o S o $ 737 — -—
Accounts receivable. - . T T T PE - s 19250 552, 0 L —
Prepaid expenses and other - S v v 29 11 —
Property and equipment, net S O co S 91674 15,068 1,714
" Goodwill : e w C 24,945 17,667 ' —
Intangible assets” - » T T A ce 2282 3,060 =
Accounts payable and accrued lrabxhtles e e ‘ ' (‘706)_ (441) i
Capital contrlbutronfrom Old WCA o Z V& o R ‘ ! — — (1,309)

. $l20 356 .35, 917 ‘ _ 6,405
The table above reflected $1. 7 mrlllon of purchase prrce adjustments relatmg to the 2004 acquisitions mcludmg a$1.0 million earn-
out payment related to an acqursmon in 2004. Addmonally, during 2003, purchase price adjustment entries relating to the 2002
acquisition were made resulting in a $119 reduction in goodwill and a $152 reduction in accrued habllmes related to the favorable
settlement of certain pre- acqursltlon contingencies.

In connection with a certain prior acquisition, the Company acqurred prepaid disposal rights at certain of the seller’s landfills. These
rights expire at the earlier of September 2010 or the usage of two million cubic yards. The Company can utilize these rights to
dispose of MSW or C&D Wwaste at the specified landfills. The estimated 2006 usage of $1,976 is included as a current asset in prepaid
and other assets and the remaining amount of $714 is reflected as a long-term asset in other assets, at December 31, 2005. During the
years ended December 31, 2005, 2004, and 2003, the Company utilized $1,834, $377, and $1,609, respectively, of prepaid disposal
rights, which is included as a cost of service in both continuing and discontinued operatlons in the related statements of operations.

(4).Earnings per S ¢hare
Basic earnings (loss) per share is computed by dividing net income (loss) by the weighted average number of shares of common stoqk
outstanding during the year. Diluted earnings (loss) per share is computed using the treasury stock method for common stock
equrvalents The detail of the earnmgs (loss) per share calculations for net income (loss) for the vears ended December 31, 2005
2004 and 2003 Is as follows (m thousands e(cept per share data)

Year End‘ed December 31, 2005

) Net Per share

S T U e ' _ .t _income - _Shares amount

Earnings per share, basic S ) Sl § 3468 15,579 § 022
Dilutive effect of common stock options™ " =~ -~ T 5 —
Dilutive effect of restricted share issuances o i = 57 —
Earnings per share, diluted ‘ 8§ 3,468 15,641 $ 022

Year Ended Deceimber 31, 2004

Net Per share

loss’ Shares | amount
Loss per share, basrc o -  $(4,364) 11,599 $ (0.38)
Dilutive effect of common ‘stock options S o o . ‘ — C— —
Dilutive effect of restricted share issuances i S - —_ — —
Loss per share, diluted B $ (4,364 11,599 $ (0.38)
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v

' 'Year Ended Decemiber 31, 2003

Net Per share
) o o A B ) ., _income Shares ~ _amount_
Earnings per share, ‘basie ) _ o o o ~$5078 - 8,000 $ 063-
Dilutive effect of common stock options o ‘ —_— — —
. Earnings per share, diluted 85, 078 8000 § 063

For the years ended December 31 2005 and 2004 635, 728 shares and 250 000 shares of common stock equivalents related to
convertible notes payable were excluded from the computation of earnings (loss) per share as théy were anti-dilutive: Additionally,
for the year ended December 31, 2004, options and warrants to purchase 900,000 shares of.common stock were excluded from the .

. computation of earnings (loss) per share as the Company reported a loss. For the year ended December 31, 2003, the Company had
no potentially dilutive common stock instruments outstanding. There have been no adjustments to either the numerator or
denominator used in calculating basic earnings per share for any of the penods presented.

(5) Certain Balance Sheet Accounts

Allowance for Doubzful Accounts

The following summarizes the activity in the allowance for doubtful accounts for the years ended December 31, 2005, 2004 and 2003
(in thousands): .

v

¢

2005 - 2004 2003

Balance, beginning of year [ A 177 239
Amounts charged to expense o o S 02 o 7150 - 376
Amounts written off, net of amounts recovered , oo e o (38 (317) {438)

Balance, end of year : 81,190 190 ' . 575 177
Prepaid Expenses and Other B '
Prepaid expenses and other consist of the following at December 31, 2005 and 2004 (in thousands):

r o , - R 2005 L2004
Prepaid insurance premiums ) o _ . ‘ $ 121 C 2,374
Prefunded insurance claims . . " G Co S : 1,534 - 1,068
Prepaid- dlsposal rlghts o o o v o : 1,976 720
Other SRR o Coe o e o 1,097 0 0 . 646
‘ S T o $ 4,728 4,808
Property anquuzpment LT e o = T
Property and equ1pment consist of the followmg at December 31, 2005 and 2004 (m thousands)
, o : r 2005 2004
Land and landfills o S o _ o $163,588 . 74,593
Vehicles and equipment o - o ' o T 42,568 27,439
Containers o . o L S - 18,534 14,134
Buildings and improvements o L . 7,252 5,804
Computers and software ] o k o 689 456
Furniture and fixtures - ‘ . ‘ ‘ 359 252
o o ‘ o - 232,990 122,678
Less accumulated depreciation and amortization - o 46,691 32,157
o $ 186,299 90,521
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Other Assets
Other assets consist of the followmg at December 31, 2005 and 2004 (in thousands):

- . e e e el ' [, L ___,__200___5 . ____.__,_2004 .
Prepaid disposal rights o S % 714 2,805
Costs incurred on possible acqulsmons ‘ e o S 314 - 320
Deposits e S DU e 100 93
‘ ' $1,128 < 3,218
Accrued Liabilities o '
Accrued liabilities consist of the followmg at December 31 2005 and 2004 (in thousands)
; o : o ) } 2005 2004
Accrued insurance claims o e o $ 204 - 1537
Accrued payroll costs o S ‘ o e 2237 1,258
Deferred revenue o o o - 68 1,042
Accrued taxes o T ' S 345 690
Accrued interest - o o - o 389 - 100
Other ) o ‘ : B S 179 929
' S $ 7,265 5,556
(6) Goodwill and Other Intanglble Assets
The changes in the carrying amount of goodwill for the periods indicated are as follows (in thou,ands)
Balance, December 31,2003 - - $ 29,843
Acqu1s1t10ns . B L ‘ ‘ ) - 17,667
Balance, December 31,2004 S ‘ - - % 47510
Acqulsmons - : . 24,945
Balance December 31 2005 B o o o - ‘ $ 72455

The Company performs an annual 1mpanment test of its goodwxll The Company estimated the fair value of each repomng unit by
utilizing the anticipated discounted cash flow of the reporting unit’s. To the extent the carrying amount of a reporting unit exceeded
the fair value of the reporting unit, the Company would be required to perform the second step of the impairment test, as this is an
indication that the reporting unit goodwill may be impaired. This step was not required for any of the Company’s reporting units and
accordingly no impairment of goodwill was indicated in connection with the annual impairment test during 2005, 2004 or 2003.

3

72




WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements — Continued
Intangible assets, all of which are subject to amortization, consist of the following at December 31,:2005 and 2004 (in thousands):

- Customer, © . Covenants,

Con_tracts and . Not-to-
December 31, 2005 " } SR o
Intangible assets T TLl8 s 219 0 5339
Less accumulated amortlzatlon e 246 52, 298
‘ . $ 4874 . 167 504l
December 31,2004 o : i S o :
Intangible assets -~ ' - e 8 29% - 110 3,100
Less accumulated amortlzatlon N e o 47 34 81
‘ - $ 2943 0 76 3,019

Amortization expense for these intangible assets was approx1mately $217, $62 and $10 for 2005, 2004 and 2003. The 1ntang1ble asset
aniortization expense estlmated as of December 31 2003, for the five years, followmg 2005 is as follows (in thousands)

2006 ) 2007 ) 2008 2009 ‘ 2010
$ 313 LS 310 $ 310 $ 306 8 2%
(7) Long-Term Debt - ‘ ‘ S ' -
Long-terim debt consists of the followmg at December 31 2005 and 2004 (in thousands)

2005 2004
Term B Loan pnnmpal payable $250 000 per quarter maturlng in Apnl 2011 variable 1nterest rate ‘
 based on LIBOR plus a margin (7.72% at December 31, 2003) - 899250 =
Second Lien.Credit Agreement, maturing in October 2011, variable 1nterest rate based on LIBOR , ‘
_ plus a margin (10.72% at December 31, 2005) - .. ..25000 .~ —
Revolving note payable with a ﬁnanmal mstitution, maturlng in Apnl 2010 vanable interest rate
_ based on LIBOR plus a margin (7.72% at December 31, 2005) B 37,723 = —
Revolving note payable with a financial institution, variable interest rate based on LIBOR plus a
o margin e L T 46,900
Environmental Faethtles Revenue Bonds, prmetpal payable in varying annual installments, matunng
in 2020, interest rate ranging from 8.5% to 9% (8.94% weighted average rate at December 31,
-2005) o L 6,480 L—
Environmental Facﬂltles Revenue Bonds pr1nc1pa1 payable in varymg qualterly 1nsta11ments w1th
variable interest rate = 22,500
Notes payable to banks and financial 1nst1tut10ns interest rangmg from 5.8% to 7. 8%, payable
~ monthly through August 2008 - o 506 _ 486
Note payable, with interest rate of 5%, due in Januar)_r_ 2010 200 =
Seller note, w1th interest rate of 6%, due in May 2006 e 444 444
Seller convertible note, with interest rate of 5%, due in December 2009 3000 - 3,000
Seller convertible notes, thh interest rate of 8%, due in January - 2010 e 4,000 —
SR e 176,603 73,330
Less debt discount B M 8T
Less current maturities 1,910 1,429 .
L ‘ ) 9174352 71814

73




WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consolidated Financial Statements — Continued
The Company maintains a credit facility with a syndicate of banks. The current facility was enterzd into on April 28, 2005, amending
and replacing the December 2004 credit facility. The current facility includes a First Lien Credit Agreement (the “First Lien Credit
Agreement”) and a Second Lien Credit Agreement (the “Second Lien Credit Agreement”).
The total credit available immediately under the facility is $225 million. The aggregate revolving credit commitments available under
the First Lien Credit Agreement total $200 million, consisting of a $100 million revolving line of credit and a $100 million Term B
loan (the “Term B Loan™). The Second Lien Credit Agreement provides for a second lien term loan in the amount of $25 million (the
“Second Lien Term Loan”). The proceeds of the Credit Agreements will be used for acquisitions, equipment purchases, landfill
construction and development, standby letters of credit, general corporate purposes, and the repayment of other long-term debt
obligations. Subcategories under the revolving line of credit include a subfacility for standby letters of credit in the aggregate
principal amount of up to $30 million and a swing line feature for up to $10 million for same day advances. The revolving line of
credit under the First Lien Credit Agreement will mature on April 28, 2010 and the Term B Loan will mature on April 28, 2011
unless the commitments thereunder are terminated or prepaid in full at an eartier date. The Second Lien Credit Agreement will
mature on October 28, 2011. The credit facilities bear interest at a base rate plus a variable margin rate depending on the overall
leverage ratio of the Company at the time of renewal. At December 31, 2005, $37.7 million was outstanding on the revolving line of
credit and $8.2 million in letters of credit had been issued against the revolving line of credit leaving $54.1 million available to the
Company. The creditifacility is s¢cured by liens on all of the Company’s and its subsidiaries” assets.
The Company assuméd certain Environmental Facilities Revenue Bonds in connection with the October 2005 acquisition of a landfill
located near Fort Meade Florida. At the time of the acquisition, there was restricted cash on hand of $0.7 million associated with the
debt.
In conjunction with one acquisition during 2005, the Company issued convertible notes in the amount of $4.0 million. The notes and
any accrued but unpaid interest are convertible into shares of common stock at the rate of $10.37 per share. The holders of the note
may convert at any time after February 1, 2006. The Company can force conversion 1f the closing price of the Company’s common
stock exceeds $15.00 per share.
In conjunction with one acquisition during 2004, the Company issued a convertible note in the amount of $3.0 million. The note and
any accrued but unpaid interest are convertible into shares of common stock at the rate of $12.00 per share. The holder of the note
may convert at any time after December 1, 2005. The Company can force conversion if the closing prlce of the Company’s common
stock exceeds $18.00 per share.
The Company has entered into interest rate swap agreements from time to time. Effective Noveraber 1, 2005, the Company entered
into a $150 million five-year swap agreement where the Company pays 4.885% fixed and receives three-month LIBOR floating .
interest. See note 1(p) “Derivative Financial Instruments” for further discussion of the accounting for and valuation of this interest
rate swap agreement. ‘ ‘
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The aggregate payments of long-term debt outstanding at December 31, 2005 are as follows (in thousands):

2008 , o e ' - L3l6
2009 J U OO | 4,285
2010 S : o 43233
Thereafter = o ) - - , | 124415

’ ‘ - $176,603

The Company is requlred fo remain in comphance with various covenants of its credit facxhty At December 31, 2003, the Company
was required to maintain a senior debt leverage ratio of 4.25 times earnings before interest, taxes, depreciation and amortization
(EBITDA), and as specifically defined in the credit agreement, a debt service ratio of 1. 25 times EBIT and certain levels of net worth
adjusted for current earnings. Additionally, the Company’s primary operatmg subsidiary is prohibited from paying a cash dividend to
the Company under the terms of the credlt famhty The Company was in compliance with the financial covenants at December 31,
2005. :
(8) Note Payable

In June 2005, the Company 1ssued note payable for $266, to a financial institution to ﬁmd the payment of general i insurance
premiums. The note bears interest at 4.94%, and principal and interest are payable monthly through April 2006.
(9) Stockholders’ Equity

During 2005, the Company issued 1,474,694 shares of common stock to sellers in connection with four separate acqulsmon
transactions. The average value of these shares at those issuance dates was $13.4 million.

Additionally, during 2005 and 2004 a total of 203,420 and 2,000 restricted shares of our common stock were granted to certain
officers and key employees with an aggregate market value of $2.0 million on the grant dates. This value was included as unearned
compensation within the stockholders’ equity section of the accompanying consolidated balance sheet. Generally, one-third of the
restrictions lapse at the end of each anniversary after the date of grant. The value of the restricted shares is being amortized to
expense over that period. During the year ended December 31, 2005, a total of $0.5 million of stock compensation expense related to
these restricted shares was recognized.

The following table reflects the restricted share activity for the Company during 2005 (in thousands):

2005 a 2004

Unearned Unearned
N ) o o o Shares ~  Compensation Shares _Compensatio
Outstanding at beginning of year 2 8§  — = — s -
Grants 041963 2 —
Forfeitures e L@ (13) . —
Amortization of uneamed compensatlon — (509) — —

Outstanding atend of year 204 § 1441 2 §  —
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On June 28, 2004, the Company completed its initial public offering and issued 6,587,947 new shares to the public at an aggregate
price of $9.50 per share before a 7% underwriting discount. Net proceeds of the offering after deducting underwriting discounts and
offering expenses were $55.0 million.
Old WCA established the Waste Corporation of America Non-Qualified Stock Option Plan (the Old Plan) for the benefit of the
employees of each of its wholly-owned subsidiaries. The stock options provided different methods of exercising the options at the
option of the employee. As a result of these provisions, the Company was required to utilize variable plan accounting for these
options, which required the Company to recognize a compensation charge on a periodic basis for the difference between the exercise
price of the option and the fair value of the underlying common stock. For the year ended December 31, 2003, the Company recorded
a non-cash compensation charge of $1.2 million for options where the fair value of the underlying common stock exceeded the
exercise price of the options. Prior to the Company’s initial public offering, the Company’s corporate structure was reorganized. In
conjunction with the reorganization, WCA assurmed the obligation to issue stock upon the exercise of options and warrants that Waste
Corporation of America had previously issued- Thereafter, all “in-the-money” options and warraats totaling approximately 90% of
the outstanding options and warrants were cancelled by the issuance of 1,330,056 shares (after giving effect to a merger and reverse
stock split prior to the Company’s initial public offering) of common stock of the Company. The remaining outstanding options and”
warrants which weré assumed by the Company at the initial public offering could be converted to 247,000 shares of Company
common stock. Subsequent to the offering, warrants to purchase 13,000 shares were forfeited. The remaining warrants expired
unexercised during 2005. The restructuring led to a compensation charge based on the estimated fair value of the stock issued in
cancellation of the options and warrants. Total stock-based compensation éxpense- during the year ended December 31, 2004 was
$11.5 million ($7.5 million net of tax benefit). Of this amaount, $6.8 million was non-cash with the balance withheld and remltted for
withholding of payroll taxes. e
Upon the completion of the initial public’offering in 2004, the Company established the 2004 WCA Waste Corporation Incentive -
Plan. The plan authorlzes the issuance of up to 1, 500 000 shares As of December 31, 2005 there were 652, 000 remalmng shares -
authorized for issuance.
The following table reflects the option and warrant activity for the Company durmg 2005 (in thousands, except per share data):

L2008 - 2004
" Weighted - " Weighted
Average Average
o L PRI . _Shares,; . Exercise Price __Shares - . Exercise Price
Outstanding at beginning of year o 900 ) 11.33 247 $ 16.92

Grants R . 6 10.39 670 9.51
Forfeitures (262), 15.76 a7n 20.93
Outstandmg atend of year 644 $ 9.52 900 § 11.33

The following table summarizes mformatlon about the stock options outstanding at December 31, 2005 (in thousands, except per share

data):
Oatstanding and Exercisable
Weighted - ‘Weighted
Number
Range of of Average Average
Exercise Prices . Shares ) Exercise Price Remaining Life
9.50 B o o 629 8 950 8.5
10.28 ~ 10.48 - 15 10.38 9.0
) B B ) 644 $ 9.52 8.5
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(10) Employee Benefit Plan ' :
Effective February 1, 2000, the Company began sponsoring a 401(k) Proﬁt Sharmg Plan for its eligible employees Under the plan,
eligible employees are permitted to make salary deferrals of up to $14 annually, the current Internal Revenue Service limitation.
Salary deferrals will be matched 25% by WCA, subject to IRS limitations, and employees are 100% vested in these matching
contributions after three years of service with the Company: Salary deferrals are 100% vested at all times. Matching contr1but1ons to
the plan for the years ended December 31, 2005, 2004, and 2003 totaled $144, $136, and $114; respectwely
(11) Income Taxes
- The Company’s provision for income taxes is determined by applymg the Company s effective income tax rate to pre-tax ﬁnan01al
reporting income, adjusted for permanent book-tax differences. The Company s total income tax beneﬁt (prov1510n) for the periods
reported were allocated as follows (in thousands)

2005 - ) 2004 2003

Loss (income) from continuing operations o S $(2,248) 2,476 (1,753)
Loss from discontinued operations - - L e e — 9]
QGain from dlsposal of discontinued operatlons o ‘ ; v — — (146)
Cumulative effect of change in accounting principle e o ‘ — (1,425)
Income tax benefit (provision) o 42 248) 2,476 (3,233 233)

The Company’s federal and state income tax beneﬁt (provmon) attrtbutable toi income from continuing operatlons for the periods
reported consist of the following (1n thousands):

e aes 2004 2003

Current S 6T M ay.
Deferred . o ] » o o (2,145) 2477 1,752)
_ _ ‘ . ——(

Income tax benefit (provision) - o $ (2,248) 2,476 _1,753)

At December 31, 2005 and 2004, the individually s1gn1ﬁcant components that comprise the Company’s deferred tax assets and
liabilities are as follows (in thousands):

Deferred tax assets: o ‘ ,
Federal net operating loss carryforward s 02,157 12,834
State net operating loss caryforward T 3,050 2,547
Other S ' 2,279 258

_ Stock-based compensation - o : 200 R
Deferred tax assets before valuation allowance - 17,686 15,639

. Valuation allowance e o _(2438)  __(2,085)
Deferred tax assets after valuatlon allowance ‘ . ‘ 15,248 13,554

Deferred tax liabilities: ‘ , - o o

- Excess of book basis over tax basis of property (18,527) (9,970)
 Prepaid expenses o (351) (481)

_ Other . , ‘ _(1,225) ___(546)
Deferred tax liabilities _ ) - . (20,103) (10,997)

Net deferred tax assets (liabilities) - - , o _ $ (4,855) 2,557
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At December 31, 2005, the Company had a federal net operating loss carryforward (NOL) of approximately $35.2 million and which
if not utilized will begin to expire in: 2020 Additionally the Company has state NOLs of approximately $75.4 million, which, if not
utilized, will expire beginning in 2007. The amount of the NOLs that can be utilized to offset taxable income in any individual year
may be severely limited. Accordingly, the Company has established valuation allowances against the deferred tax assets associated
with a portion of these NOL’s. The valuation allowance for deferred tax assets as of December 31, 2005 and 2004 was $2,438 and
$2,085, respectively. The net change in the total valuation allowance for the years ended December 31, 2005, 2004 and 2003 was an’
increase (decrease) of $353, $348 and $(183), respectively. In assessing the realizability of deferred tax assets, management considers
whether it is more likely than not that some portion-or all of the.deferred tax assets will not be.realized. The ultimate realization of .
deferred tax assets is dependent upon the generation of future taxable income during the periods in which those temporary differences
become deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income, and tax
planning strategies in making this assessment. Management believes it is more likely than not that the Company will realize the
benefits of these deductible differences, net of the existing valuation allowances at December 31, 2005,
The table below reconciles the Company’s statutory income tax benefit (provision) attributable to income from continuing operations’
- 10 its effective inc ome tax benefit (prowsxon) at December 31, 2005, 2004 and 2003 (in thousan ds) .

2(]05 . 2004 2003

Statutory federal tax beneﬁt (provision) = ] o $Q2 2 001) 2,396 (1,545)
State income tax benefit (provision), net of federal tax beneﬁ ‘ N 198 491 231)
Adjustment of valuation allowance ) o - o (353) (348) 183
Nondeductible expenses and other . S (92 (63) (160)
Effective tax benefit (provision) o o _ R $(2,248) 2,476 (1.753)

.(12) Segment Reporting
The Company’s operations con515t of the collectlon transfer and dxsposal of non-hazardous construction and demolition debris and

industrial and municipal solid waste. Revenues are generated primarily from our collection operations to residential, commercial and
roll-off customers and landfill disposal services. The following table reflects total revenue by source for the years ended
December 31, 2005, 2004 and 2003 (in thousands).

e ‘ 2005 2004 2003
Collection: L o

Residential _ _ ‘ ‘ o 5 19,128 12,615 11,272
Commercial o , o S N ) 13,847 12,002 12,056

. Roll-off . o - o o 36,811 22,878 18,175 |

Other - - - - — 586 258
Total collec:',tion' ‘ n 69,786 48,081 41,761
Disposal . ' 48817 130,536 28,460
Less intercompany ' o 3 o 18,215 9,789 7,413
Disposal,net . S - 20,602 20,747 21,047
Transfer and other .- . o - 24,309 11,575 7,934
Less intercompany o o i o 10,554 6,942 6,516
Transfer and other, net- 13,755 . 4,633 1,418
Total revenue o S N $114,143 73,461 64,226
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The table below reflects certain geographic information relating to the Company’s operations (in thousands). The state of Kansas -
includes one MSW. landfill which is a part of the'vertically integrated Missouri operations and is combined with Missouri to form a -

geographic segment The states of Alabama South Carohna and Tennessee have been aggregated in Other due to their size.

u
T

North

v

Kansas/ ‘
~ _ .. Missouri . Texas _Arkansas, . -Carolina,  -Florida- ._Other ", _Corporate Total
‘2005 N S Y SO, N -
 Revemue . . . - $44, 480 25669 12497 . 8214 . 4109, 19174 — 114,143
| Depreciation and S : o B ‘
| amortization o A4653. 2811t 1838 1352 0 657 3354 | 130 14795
EBIT ... .82 8035 14320 2373 L1102 2070 (5834) 17,390
Total assets 64,623 32 222 . 27 867  45~,784 62,048 40 842 18,152 291,538
Goodwill" 19057 9175 o+ 11890° C 9688 -12224° 10420 — 72455
Capxtal expend1tures 5,226 4, 549 _ 1 594 - 852 ‘ 612 . 4,515 - 655 18,003
Revenue 836755 18952. 9098 = BE56 - 73,461
Deprematlon and L . S o
amortization 3465 2255 1415 N — 1,39 91 8828
EBIT ] 6659 652y 574 = — 920 (16 443) o (1,769)
‘Total assets 47A66M8‘ 28130 27 696 . . b~ 39035 21,238 163,767
Goodwill Lo 17267 8158 . 1LISO. oo 10,335 41510
Capltal expenditures 5,182 2957 2,187 — — 4112 151 14,589
Revenue S Q,‘,"‘,,,,3,?45»3%&9,;,», 16,358 o 7839 - = L 4680 - 64,226
Depreciation and S e ‘ ‘ ‘
 amortization 03317 02021 L1007t = L8 8 7,812
~EBIT | 6555 15 L 673 (5,436) 9,634
Capital expendltures 1,482 ) 1229 ) 1939 37 - 7,721
The following presents a reéonmhanon of the geographlcal segments aggregate EBIT to mcome “from contmumg operations before
cumulative effect of change in accounting principle (in thousands).
S N S SO S _ 2005 - 2004 2003
Total EBIT for reportable segments %1739 (1,769) 9,634
Interest expense, net - - (10366)  (4,453) (5,220)
Write-off of deferred ﬁnancmg costs and debt dlscount _(1,308) ®18 -
Income tax (provision) benefit - (2,248) 2,476 {1,753)
Income (loss) from contmumg operatlons ‘before cumulative effect of change in
accounting principle B 3 3468 _(4369) 2,661

(13) Commitments and Contmgencnes
(a) Operating Leases »
The Company leases certain of its operating and office facilities for various terms. Lease expense aggregated $916, $780 and $874
during 2005, 2004 and 2003, respectively. The 10ng -term, non-cancelable rental obhgatlons as of December 31, 2005 are due in the
following years (in thousands) .

2006 o ) o ) B $ 687
2007 e ) B 407
2008 — - B - - . 395
2009 3 ~ B i ) 384
2010 S ) ) 371
2011 and thereafter B - 2,059

U 34303
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(b) Financial Instrumients. -~ . ‘
Letters of credit, performance bonds, and other guarantees have been provided by WCA to support tax-exempt bonds, performance of
landfill final closure and post-closure requirements, insurance contracts, and other contracts. Total letters of credit, performance
bonds, insurance policies, and other guarantees outstanding at Decembér 31, 2005 aggregated approximately $41.0 million.
(c) Environmental Matters ‘
In the normal course. of business and as a result of the extensive. govemmental regulation of the solid waste industry, the Company
may periodically become subject to various judicial and administrative proceedings involving federal, state or local agencies. In these
proceedings, an agency may seek to impose fines on the Company or to revoke or deny renewal of an operating permit it holds.
From time to time, the Company may also be subject to actions brought by citizens’ groups or adjacent landowners or residents in
connection with the permitting and licensing of landfills and transfer stations the Company owns or operates or alleging
environmental damage or violations of the permits and licenses pursuant to which the Company operates.
The Company may also be subject to liability. for any environmerital damage that its solid waste facilities cause to neighboring
landowners or residents, particularly as a result of the contamination of soil, groundwater, surface water, and drinking water,
including damage resulting from conditions.existing prior to the acquisition of such facilities by the Company.
The Company may also be subject to liability for any off-site environmental contamination caused by pollutants or hazardous
substances whose transportation, treatment, or disposal was arranged by the Company or its predecessors. Any substantial liability for
environmental damage incurred by the Company could have a material a&verse effect on the Company’s financial condition, results
of operations, or cash flows. As of December 31, 2005, the Company is not aware of any significant env1ronmental 11ab1ht1es
(d) Legal Proceedings
In July 2004, the Company filed Waste Corporatlon of Missouri, Inc. v. Lafarge Corporation and Lafarge North America, Inc., Case
No. 04:4140-CV-C-SOW, in the United States District Court for the Western District of Missouri. The lawsuit involved a mining
lease covering a portion of the expansion area of the Company’s Central Missouri Landfill. This suit was settled on December 6, 2005
for non-monetary terms,
The Company is a party to various general legal proceedmgs which have risen in the ordmary course of busmess While the results of
these matters cannot be predicted with certainty, the Company believes that losses, if any, resulting from the ultimate resolution of
these matters will not have a material adverse effect on the Company’s consolidated financial position, results of operations or cash
flows. However, unfavorable resolution could affect the consohdated financial position, results cf operations or cash flows for the
quarterly period in which they .are resolved.
There are no pendmg material legal proceedings to Wthh the Company or any of its property is subject, except as described above,
and for routine litigation mc1dental to our business that is not currently expected to have a material adverse effect upon its’ ﬁnancxal
condition, results of ¢ operanons or prospects.
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WCA WASTE CORPORATION AND SUBSIDIARIES
(FORMERLY WCA WASTE SYSTEMS, INC.)
Notes to Consohdated Financial Statements — Contmued
(e) Other Potential Proceedings " -~ - ' : :
In addition to the matters described above, the Company may become party to various claims and suits pendlng for alleged damages -
to persons and property, alleged violations of certain laws and alleged liabilities arising out of matters occurring during the normal
operation of a waste management business.-As of December 31, 2005, the Company is not aware of any significant liabilities arising
out of any such claims.
With respect to the matters described in sections (¢) and (d) above, and in this section, no assurance can be given with respect to the
outcome:-of any such proceedings or the effect such outcomes may have on the Company, or that the Company’s insurance coverage
would be adequate. While management believes a majority of the Company’s present routine litigation is covered by insurance,

subject to deductibles and éur self-insured portion (as described below), no assurance can be given with respect to the outcome of any -

such proceedings or the effect such outcomes may have on the Company or that the Company’s insurance coverage would be

adequate. We are self-insured for a portion of our general liability, workers’ compensation and automobile liability. The frequency

and amount of claims or incidents could vary significantly from quarter-to-quarter and/or year-to-year, resulting in increased volatility

of our costs of services. Although the Company is unable to estimate any possible losses, a significant judgment against the

Company, the loss of significant permits or licenses or the imposition of a significant fine or other liabilities could have a material
adverse effect on the Company’s financial. COIldlthIl results of operatlons and prospects

(14) Related-Party Transactions '

The Company paid a board member $0, $30 and $250 durmg 2005 2004 and 2003 respectively, for assistance in the debt

amendments.

The Company paid its Chlef Executive Officer, Chief Operating Officer and an affiliate of its largest stockholder each $90 and $120

during 2005 and 2004 for personal guarantees of the Company S performance bonds relatmg to landﬁll closure and post-closure
obligations. ey -

The Company teimburses its outside board members for expenses mcurred in connection w1th their serv1ce as dlrectors Total
payments of $1, $9 and $3 were made during 2005; 2004 and 2003 for such reimbursements.

In addition, the Company allocated costs totaling $450, $511 and $465 to Old WCA during 2005, 2004 and 2003 for admlmstratlve
services, including executive officers, other employees, administrative systems, service and facilities.

On October 3, 2005, the Company acquired a C&D landfill located in Ft. Meade, Florida from a subsidiary of Old WCA. Total -
consideration- of the-acquisition included $3.5 million in cash, $6:6 million in debt assumed, net of discount, $5.6 million in deferred
tax liabilities assumed and 591,611 shares of common stock valued at $5.0 mllhon - ‘

(15) Discontinued' Operatlons : S ce

During 2003, the Company sold its hauhng operations in west Texas for aggregate cash proceeds of $9,759, resultmg in a gain on sale
of $249 (net of $146 tax expense). In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets”, this business unit has.been classified as a discontinued operation. Accordingly, the accompanying consolidated statements of
operations and other amounts disclosed herein have been restated to classify this business unit as discontinued operations and,
therefore, to reflect after-
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WCA WASTE CORPORATION AND SUBSIDIARIES
"(FORMERLY WCAWASTE SYSTEMS,’INC.)
Notes to Consolidated Financial Statements — Continued
tax results of these operations as “Income (1oss) from dlscontrnued operatrons net of tax”. T his b 115iness. generated revenue of §5,808

for the year ended December 31, 2003.. B R I R Sl
(16) Unaudited Quarterly Financial Data Froas RS o C ,
The: following table summarizes quarterly ﬁnancral information for 2005 and 2004 (in thousands except per share data):
CiFiestt oo 0 .Second.’- . . Third- "' ° .. Fourth Year Ended
RS o Lol o Quarter:: - Quarter a7 Quarter ___Quarter . __-__December 31,
2005 o [ N O R SRl e
“Revemue - . . z'~-7‘.._:i; _,$22 83,5 = 29 052' e 29498 20 32,708 L n 114,143
Operatmg mcome o e 2517 4402 17,104
Netincome® .~ - nnmie 08 . 882 L5530 3,468
Basic earmngs per share 005 0.03 0.22
Diluted earmn;,s per share S OO~5A i 0” 003 022
Revenue } O s1sg9TT T L Iia T 19,842 120,614 734617
Operatmg mcome (loss) o 2,046 (0 005) ',%_2,259] L ..2325 . 2,037y
Net income (loss) 4 (6 673) j_‘; CoL148 692 (4364
Basic earnings @oss) per share o 006 (0 77) ...608 005 L (038
Diluted earnings (loss) per share = e e 0.06 ‘ I 0.08 . 0. 05 . : < (0.38)

Computation of per share amounts for quarters are made 1ndependently and reflect the werghted average shares outstanding for each
of these quarters. The Company’s issuanges of common stock in connection with the acquisitions in the first and fourth quarters of
2005 and the Company’s initial public offering in June 2004 srgmﬁcantly impacted- the -number of shares outstanding and the .
computation of eammgs (loss) per share. Therefore, the sum of per:share amounts above do not agree with.per share amounts for the
year as a whole. : I - A TR SRR SR the s Ener .

(17) Subsequent Events . .,

On February 10, 2006, the Company completed the acqursrtron of Transrt Waste LLC from Old WCA The acqurred operations
include a MSW landfill near Durango, Colorado and a collection operation in Bloomfield, New Mexico. Total consideration for this
acquisition included'approximately $5.2 million in debt assumed and $O 3 million in cash. On February 23,2006, the Company repaid
$1.3 million of the assumed-debt. -, . .. .. o : : - C
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

There were no changes in or disagreements on any matters of accounting principles or financial statement disclosure between us

and our independent registered public accounting firm during our two most recent fiscal years or any subsequent interim period.
Item 9A. Controls and Procedures.

We carried out an evaluation, under the superwsmn and with the part1c1pat10n of our management including our Chief Executive
Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and procedures as of December 31, 2005. Based
upon that evaluation, our Chief Executive Officer and Chief F inancial Officer concluded that our disclosure controls and procedures
were effective as of December 31, 2005 in ensuring that the information required to be disclosed by us (mcludmg our consolidated
subsidiaries) in the reports that we file or submit under the Securities Exchange Act of 1934, as amended, is recorded, processed,
summarized and reported, within the time periods specified in the Securities and Exchange Commissions rules and forms.

Pursuant to Section 404 of the Sarbanes-Oxley. Act of 2002, a report of management’s assessment of the design and effectiveness
of internal controls is included as part of this Annual Report on Form 10-K for the fiscal year ended December 31, 2005. KPMG LLP,

our 1ndependent registered public accountants, also attested to, and reported on, management’s assessment of the effectlveness of
internal controls over financial teporting. Management s report and the independent registered public accounting firm’s attestation
report are included in Part II, Item 8 “Financial Statements and Supplementary Data” of this Annual Report on Form 10-K.

Based on an evaluation, under the supervision and with the participation of our management, including our Chief Executive Officer
and Chief Financial Officer, there has been no change in our internal control over financial reporting that occurred during our last
fiscal quarter ended December 31, 2005, identified in connectlon with that evaluation, that has materially. affected or that is
reasonably likely to materially affect, our internal control over financial reporting.

”
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B I SO L A PART III
Item 10. Directors and Executlve Officers of the Reglstrant“l RS :

The information w1th respect to our'directors, executive officers; audit- comimitiée and audit commlttee financial expert is
incorporated by reference to the sections entitled “Election of Directors”, “Executive Officers”, “Information relatinig to our Board of
Directors and Certain Committees of our Board of Directors”, respectively, in our'définitive proxy statément for our 2005 Annual
Meeting of Stockholders to be filed with the Securities and Exchange Commission within 120 days of the close of our fiscal year.

Information concerning compliance with Section 16(a) of the Securities Exchange Act of 1934, as amended, is incorporated by * -
reference to the sectidh entitléd “Section 16(a) Beneficial Ownership Reporting Complianice” in cur definitive proxy statement for our
2005 Annual Meetmg of Stockholders to be filed with the’ Securmes and Exchange Commlssmn within 120 days of the close of our
fiscal year. e '

We have adopted a code of business conduct'and ethics applicable to all'of ouf officers; directors and employees mcludmg our
principal executive officer; principal fiftancial officer and prinicipal accounting officer. The code of business conduct andl"ethics is filed
as Exhibit 14.1 to this Annual Reporton’ Form 10-K-and is als6 available on the “Investor Relaticns-Corporate Governance™ section of
our Internet website at www:wcawasté.coni. If we amend the dodé of businiess condiict-arid ethics-or grant a waiver, including an -+
implicit waiver, from the tode of business conduct and ethics, we intend fo disclose the informiation on the “Investor Relations- -
Corporate Governance” section of our Intemet web51te at www wcawaste com w1th1n four busine $S days of such amendment or
waiver; as applicable. * : S e :

We are currently availing’ ourselves of the exemption from the audif'committee mdependence standards contained in Rule 10A-
3(b)(1)(iv)(A) of the Exchange Act. The information required by Rlile'10A-3(d) of the Exchange Act Is incorpordted by referénce to
the section entitled “Information relating to our Board of Directors and Certain Committees of our Board of Directors” in our
definitive proxy.statement.for our 2005 Annual Meeting of Stockholders to be filed with the Securities and Exchange Commission
within 120 days of the close of our fiscal year.

Item 11. Executive Compensation.

The information required by Item 11 of this Annual Report on Form 10-K is incorporated by reference to the sections entitled
“Executive Compensation”, “Compensation Committee Interlocks and Insider Participation”, “Employment Agreements”, and
“Compensation of Directors” in our definitive proxy statement for our 2005 Annual Meeting of Stockholders to be filed with the
Securities and Exchange Commission within 120 days of the close of our fiscal year.

Item 12. Security Ownershlp of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by Ttem 12 of this Annual Report on Form 10-K is incorporated by reference to the section entitled
“Equity Compensation Plan Information” and “Security Ownership of Certain Beneficial Owners and Management” in our definitive
proxy statement for our 2005 Annual Meeting of Stockholders to be filed with the Securities and Exchange Commission within
120 days of the closé of our fiscal year.

Item 13. Certain Relationships and Related Transactions.

The information required by Item 13 of this Annual Report on Form 10-K is incorporated by reference to the section entitled
“Certain Relationships and Related Transactions” in our definitive proxy statement for our 2005 Annual Meeting of Stockholders to
be filed with the Securities and Exchange Commission within 120 days of the close of our fiscal year.
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Item 14. Principal Accounting Fees and Services. ‘

The information required by Item 14 of this Annual Report on Form 10-K is'in¢orporated by reference to the section entitled
“Independent Registered Public Accounting Firm” in our definitive proxy statement for our 2005 Annual Meetmg of Stockholders to
be filed with the Securities and Exchange Commission within 120 days of the close of our ﬁscal year :

)
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PARTIV

Item 15. Exhibits and Financial Statement Schedules. S L
(a) The following documents are filed as-a part of this report:, = - e e sri.
(1) and (2) Financial Statements and Financial Statement Schedules. | : !

Consolidated financial statements of the Company are included in Item 8 (Fmanmal Statements and Supplementary Data) All other
schedules for the Company have been omitted since the required information is not present or not present in an amount sufficient to -
require submission of the schedule, 6r because the information required is included in the consolidated financial statements or the
notes thereto. ‘

(3) Exhibits.
Exhibit
No. Descrlptlon
2,1%* Reorgamzanon Agreement, dated May 10, 2004, between WCA Waste Corporation and Waste Corporation of America, Inc.

22
23

2415+

2.57

2.6

2.7

3.1

(incorporated by reference to Exhibit 2.1 to Amendment No. 2 to the registrant’s Registration Statement on Form S-1 (File
No. 333-113416) filed with the SEC on May 14, 2004).

Agreement and Plan of Merger, dated May 10, 2004, between WCA Waste Corporation, Waste Corporation of America and
WCA Merger Corporation (incorporated by reference to Exhibit 2.2 to Amendment No. 2 to the registrant’s Registration
Statement on Form S-1 (File No. 333-113416) filed with the SEC on May 14, 2004).

Agreement and Plan of Merger, dated as of May 20, 2004, between WCA Wéste Corporation and WCA Merger [
Corporation (incorporated by reference to Exhibit-2.3 to Amendment No. 5 to the registrant’s Registration Statement on -
Form S-4 (File No. 333-114901) filed with the SEC on June 21, 2004).

Membership Interest Purchase Agreement, dated effective January 14, 2005, between WCA of North Carolina, L.P., MRR
Southern, LLC, Material Recovery, LLC, Material Reclamation, LL.C, MRR of High Point, LL.C, MRR Wake Transfer
Station, LLC, WCA Waste Corporation, F. Norbert Hector, Jr., D.H. Griffin, Paul M. Givens, Edward [. Weisiger, Jr, and
David Griffin, Jr, (incorporated by reference to Exhibit 2.4 to the registrant’s Form 10-K (File No. 000-50808) filed with the
SEC on March 24,2004). ,

Closing and Asset Purchase Agreement, dated as of October 2, 2005, by and among WCA of Florida, Inc., Meyer & Gabbert
Excavatmg Contractors, Inc., Leonard G. Meyer, Jr. and James F. Gabbert (incorporated by reference to EXhlblt 2.1 to the
registrant’s Form 8-K (File No. 000-50808) filed with the SEC on September 30, 2005).

Agreement and Plan of Merger, dated as of September 30, 2005, by and among WCA Waste Corporation, WCA of Central

Florida, Inc., WCA Management Company, L.P., Waste Corporation of America, LLC and Waste Corporation of Central
Florida, Inc. (incorporated by reference to Exhlblt 2.2 to the registrant’s Form 8-K (File No. 000-30808) ﬁled with the SEC

~ on September 30, 2005).

First Amendment to Membership Interest Purchase Agreement, dated as of March 30, 20035, by and among WCA of Notth
Carolina, L.P. , MRR Southern, LLC, WCA Waste Corporation and WCA of Wake County, L.P. (incorporated by reference
to Exhibit.2.2 to the registrant’s Form 10-Q (File No. 000-50808) filed with the SEC on May 13, 2005).

Second Amended and Restated Certificate of Incorporation of WCA Waste Corporation (incorporated‘ by reference to
Exhibit 3.1 to the registrant’s Form 10-K (File No. 000-50808) filed with the SEC on December 22, 2005).
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Exhibit .

_No. . . PR Descrlptlon :

32 - Amended and Restated Bylaws of WCA Waste Corporatron (incorporated by reference to Exhrbrt 3 2 to Amendment No 6
to the registrant’s Registration' Statement on Form S-1 (File No. 333-113416) ﬁled 'with the SEC on’ June 21,2004).

4.1 - . Specimen of Comrtion Stock Certificate (1nc0rporated by reference to Exhibit 4.1-to Amendment No 2 to the registrant’s
' Registration Staterment on Form S-1 (File No. 333-113416) filed with the SEC oh May 14; 2004) :

42 Trust Indenture between Gulf Coast Waste Disposal Authority and U.S. Bank National A55001at10n as Trustee dated as of
"August 1, 2002 (incorporated by refererice to Exhibit 4.2 to Amendmenit’ No. 4 to the registrant’s Registration Statement on
Form S-1 (File No. 333-113416) filed with the SEC on June 17, 2004).

4.3 ‘Form of Env‘ironmental 'AFac‘ilities R'ev’enue Bo‘nd (included"in’Exhibit 4. 21) IR o

10.2 Administrative Services Agreement, dated May 20, 2004 between WCA Waste Corporanon and Waste Corporatron of
America, Inc. (incorporated by reference to Exhibit 10.2 to Amendment No 3 to the regrstrant s Registration Statement on
‘ Form S 1 (Flle No. 333 ll3416) ﬁled wrth the SEC on June l 2004) o crt

'

10.3+  Employment Agreement dated March 22, 2005, between WCA Management Company, L.P. WCA Waste Corporatlon and
‘ Tom J. Fatjo Jr ‘

"."‘_Vt'ﬁ - BTEO . “ . i

104+ Employment Agreement dated March' 22, 2005 ‘between WCA Management Company, L.P., WCA Waste Corporatlon and
E Jerome Kruszka' (1ncorporated by referencé to Exhibit 10.4 to the registrant’s Form 10:K (Frle No. 000- 50808) ﬁled with the
SEC on March 24, 2004).

10.5+  Employment Agreemeént, dated March 22; 2005, between WCA Management Company, L.P., WCA Waste Corporation and
Charles Casalinova (incorporated by reference to Exhibit10.5 to-the: reglstrant J Form'10- K (Flle No. 000-50808) filed with
the SEC on March 24 2004)

10.6+ Employment Agreement, dated March 22, 2005, between WCA Management Company L.P., WCA Waste Corporatlon and
Tom J. Fatjo, III (incorporated by reference to Exh1b1t lO 6 to the reg1strant sF orm 10 K (F ilé No. 000 50808) ﬁled with the
SEC on March 24 2004) ‘

10.8 Capltal Contribution Commitment Agreement, dated May 10, 2004 ‘between WCA Waste Corporation and Waste
" Corporation of America (incorporated by reference to Exhibit 10.12 to Amendment No. 2 to the regrstrant s Regrstratron
rStatement on Form §-1 (Frle No. 333 113416) filed. W1th the SEC on May l4 2004).:

Vot
v

10.9 Tax D1safﬁhanon Agreement dated ¢ as of May 20, 2004, by and between WCA' Waste Corporatlon and Waste Corporanon
of America LLC (incorporated by reference to Exhibit 10.13 to Amendment No.'3 to the registrant’s Registration Statement
on-Form S-1 (Flle No. 333-113416) filed wrth the SEC on June l 2004)

A e : e : . o it

10.10° Reg1strat1on Rrghts Agreement datéd-June 15, 2004, by and among WCA Waste ‘Corporatron EFO Co-Investment Partners
and WCA Partners, L.P. (incorporated by reference to Exhibit 10.14 to Amendment No: 4-to the' registrant’s Registration
Statement on Form S-1 (Frle No. 333- ll34l6) filed wrth the SEC on June 17, 2004)

A

S0 e e

10.117 Purchase and Sale of Assets Agreement, dated as of September 30, 2004 by and between WCA of Alabama, L.L.C.,
Bluewater Diving, LLC, Frank Hollis and Van Mulvehill (incorporated by reference to Exhibit 10.1 to the regrstrant S
Form 10-Q (Frle No 000- 50808) ﬁled wrth the SEC on November 10, 2004)

o

10.12% Purchase and Sale of Assets Agreement dated as of September 3, 2004 by and between WCA of Alabama, L.L.C., BRC,
LLC, Frank Hollis and Van Mulvehill (incorporated by reference to Exhrbxt 10.2 to the registrant’s Form 10-Q (Flle
No. 000-50808) filed with the SEC on November 10, 2004)
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No. - Devcnptron

10.13+  Purchase and Sale of Assets Agreement dated as of September 3, 2004, by and between WCA of Alabama, L.L.C., Blount
: Recycling, LLC, Frank Hollis and Van Mulvehill (incorporated by reference to Exhibit 10.3 to the registrant’s Form 10-Q
(File No. 000-50808) filed with the SEC on November 10, 2004). 4

10.14+ Form‘of Stock Option Agreement under the 2004 WCA Waste Corporation Incentive Plan (incorporated by reference to
Exhibit 10.4 to the registrant’s. Form 10-Q (File No. 000-50808) filed with the SEC on November 10, 2004).

10.15+  Form of Executive Officer Restricted Stock Grant under the 2004 WCA Waste Corporation' Incentive Plan (incorporated by
reference to Exhibit 10.15 to the registrant’s Form 10-K (File No. 000-50808) filed with the SEC on March 24, 2004).

10.16% Closing and Asset Purchase Agreement' dated as of November-30, 2004, between WCA Shiloh Landfill, L.L.C., Trash
Away, Inc.and Gary W. Seymore (incorporated by reference to Exhibit 10.16 to the registrant’s Form 10-K (File No. OOO—
50808) filed with the SEC on March 24,2004). T N . .

10.17% Closing and Asset Purchase Agreement dated as of November 30, 2004, between WCA Shiloh Landfill, L.L.C., Waste
Reduction of South Carolina, Inc. and Gary W. Seymore (incorporated by reference to Exhibit 10.17 to the registrant’s
Form 10-K (File No. 000- -50808) filed with the SEC on March 24, 2004).

10.18% Membershrp Interest Purchase Agreement dated effective January 11; 2005, between WCA Waste Corporatron Waste
Corporation of Missouri, Inc., Gecko Investments, LLC, Andrew Zelenkofske, Daniel J. Clark and Joseph E. LoConti.
(incorporated by reference to EXhlblt 10.18 to.the reglstrant s Form.10-K (File No. 000- 50808) filed with the SEC on March
24, 2004).. . .

10.19+ WCA Waste Corporation Performance Unit Plan (incorporated by reference to Exhibit. 10.19 to the regrstrant’s Form 10-K
(File No. 000-50808) ﬁled with the SEC on March 24, 2004).- - . r

10.20+ WCA Waste Corporation Management Incentive Plan (incorporated by reference to Exhibit 10.20 to the registrant’s
Form 10-K (File No. 000-50808) filed with the SEC on March 24, 2004)

1021+ F orm of Non- Employee Drrector Restrrcted Stock Grant under the 2004 WCA Waste Corporatron Incentive Plan
(incorporated by reference to Exhibit 10.21 to the registrant’s Form 10-K (File No. 000- 50808) filed with the SEC on
March 24, 2004). . ‘

10.22 Form of Resale Restriction Agreement, dated as of December21, 2005, between WCA Waste Corporation and each of Tom
J. Fatjo, Jr., Jerome M. Kruszka, Charles A. Casalinova, Tom J. Fatjo, Il], Richard E. Bean, Ballard O. Castleman and Roger -
A. Ramsey individually (incorporated by reference to Exhibit,10.1 to the regrstrant s Form 8-K (File No. 000-50808) filed
with the SEC on December 22,2003). . S . .

1023 Solid Waste Disposal Agreement, dated as of October 3, 2005, by any between Waste Corporation of America, LLC and
WCA Waste Corporation (incorporated by reference to Exhibit 10.1 to the: reglstrant s Form 8-K (File No. 000-50808) filed
with the SEC on September 30, 2005) . .

1024  Amended and Restated 2004 Waste Corporatlon Incentlve Plan, effectlve as of June 1 2005 (incorporated by reference to
Exhrbrt 10.1 to the regrstrant s.Form 8-K (File No. 000- 50808) fil ed with the SEC on June 1, 2005).

10.25 Relmbursement Agreement dated as of August 30, 2002 by and among WCA Waste Systems, Inc., Waste Corporation of
Texas, L.P., and Wells Fargo Bank Texas, National Association (incorporated by reference to Exhibit 10.10 to the
registrant’s Form 10-Q. (File No. 000-50808) filed with the SEC on May 13, 2005). :
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+ Management contract or compensatory plan, contract or arrangement L

No.

10.26  First Amendment to Reimbursement Agreement, dated as of April 20, 2005, by and among WCA Waste Systems Inc,,
Waste Corporation of Texas, L.P., and Wells Fargo Bank National Association (successor by merger to Wells Fargo Bank
Texas, National Assocmtron) (1ncorporated by reference to Exhibit 10.10 to the registrant’s Form 10-Q (File No. 000-50808)
filed w1th the SEC on May 13, 2005)

10.27  First Lien Credrt Agreement dated as of Aprll 28, 2005, by and among WCA Waste Systems, Inc., Wells Fargo Bank,
National Association; Comerica Bank and the Lenders party thereto (incorporated by reference to Exhrbrt 10. 10 to the
regrstrant S, Form 10- Q (File No OOO 50808) ﬁled wrth the SEC on May 13 2005) B

10.28  Second Lien Credit Agreement, dated as of April 28, 2005, by and among WCA Waste.S‘ystems ‘Inc' Wells Fargo Bank,
National Association and the Lenders party thereto (incorporated by reference to EXhlblt 10 10 to the regrstrant s Form 10-Q
"~ (File No. 000- 50808) filed with the SEC 6n May 13, 2005) o

10.29*  Securities Purchase Agreement, dated as of February 10 2006 by and among WCA Waste Corporatlon Transn Waste LLC,
WCA Management Company, L.P., and Waste Corporation of America, LLC.

14.1 Code of Ethics (incorporated by reference to Exhibit 14,1 to the registrant’s Form 10-K (Flle No. 000- 50808) filed with the
SEC on March 24, 2004).

21.1*¥  List of Subsidiaries of WCA Waste Corporation. P U TP S

23.1*  Consent of KPMG LLP.

31.1*  Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Off icer. ‘

31.2*  Rule 13a-14(a)/1 5d—14(a) Certrﬁcatron of Chref Fmancral Ofﬁcer ‘

32.1*  Section 1350 Certification of Chief Executive Officer.

32.2% Sectlon 1350 Certlﬁcatlon of Chief Financial Officer.

* Filed herewrth

+ Confidential treatment has been requested with respect to certain information contained in this agreement -

**  Pursuant to Item 601(b)(2) of Regulation S-K, the Company agrees to furnish supplementally a copy of any omltted exhibit or
schedule to the Commission upon request.

The registrant hereby undertakes, pursuant to Regulation S-K, Item 601(b), paragraph (4)(iii)(A), to furnish to the Securities and.
Exchange Commission upon request all constituent instruments defining the rights of holders of long-term debt of the registrant and
its consolidated subsidiaries not filed herewith for the reason that the total amount of securities authorlzed under any of such
instruments does not exceed 10% of the registrant’s total consolidated assets.
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SIGNATURES
Pursuant to the requxrements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on xts behalf by the undersigned, thereunto duly authonzed

| _WCA WASTE CORPORATION

By: ' /s/ TOM 1. FATJO, JR.

~ Tom J. Fatjo, Jr.
Chzef Executzve Oﬁ‘ cer
Date: March 16, 2006
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons.on
- behalf of the registrant and in the capacities and on the dates indicated.

_Name _ - Tite i : Date
/s/ Tom J. Fatjo, Jr. Chairman of the Board of Directors and March 16, 2006
Tom J. Fatjo, Jr. ' - Chief Executive Officer o :
: (Principal Executive Officer)

/s/ Jerome M Kruszka President, Chief Operating Officer and - “March 16, 2006
Jerome M. Kruszka Director S
/s/ Charles A. Casalinova Senidr Vice President and Chief Financial March 16, 2006 -

Charles A. Casalinova Officer (Principal Financial Officer)
/s/ Kevin D. Mitchell Vice President and Controller' s » March 16, 2006 -
Kevin D. Mitchell _ (Principal Accounting Officer) ‘
/s/ Richard E. Bean Director . | March 16, 2006

Richarﬂ E. Bean

/s/ Ballard O. Castleman Director = . ' March 16, 2006
Ballard O. Castleman ‘ e . :

/s/ Roger A. Ramsey ... Director o March 16, 2006
Roger A. Ramsey : B '
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